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AMENDMENTS TO THE GENERAL PROPERTY AND AD- 
MINISTRATIVE SERVICES ACT OF 1949 AS AMENDED 


(Transfers of Real Property) 


MONDAY, JULY 20, 1953 


Houser or RepresEeNTATIVES, 
SpecraL SuscomMirree on H. R. 5605 
OF THE COMMITTER ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:15 a. m., in room 
1501, New House Office Building, Hon. Katharine St. George (chair- 
man of the subcommittee) presiding. 

Present: Representatives Katharine St. George and Jeffrey P. 
Hillelson. 

Also present : Clyde W. Smith, counsel. 

Mrs. St. Grorce. Will the subcommittee please come to order. 

This special subcommittee consisting of Mr. Hillelson, Mr. Ikard, 
and myself as chairman is meeting to consider H. R. 5605. 


(H. R. 5605 is as follows:) 
[H. R. 5605, 83d Cong., 1st sess.] 


A BILL To amend the Federal Property and Administrative Services Act of 1949 to 
provide that transfers of real property from certain Government corporations to other 
Government agencies shall not operate to remove such real property from local 
tax rolls 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the table of contents contained in the 
first section of the Federal Property and Administrative Services Act of 1949 is 
amended by inserting immediately below “Src. 605. Effective date.” the fol- 
lowing new matter. 


TITLE VII—TAXATION BY LOCAL TAXING AUTHORITIES 

Sec. 701. Statement of policy. 
Sec. 702. Definitions. 
Sec. 703. Taxation of property of Government corporations. 
Sec. 704. Taxation of property transferred from Government corporations. 
Sec. 705. General provisions. 
Sec. 706, Effective date and expiration of this title. 

Sec. 2. Such Actis further amended by adding at the end thereof the follow- 
ing new title: 


TITLE VII—TAXATION BY LOCAL TAXING AUTHORITIES 


DECLARATION OF POLICY 


Sec. 701. The Congress recognizes that the transfer of real property having a 
taxable status from a Government corporation to another Government agency 
often operates to remove such property from the tax rolls of local taxing author- 
ities, thereby creating an undue and unexpected burden upon such local taxing 
authorities and causing disruption of their operations. It is the purpose of 
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this title to provide that when property having a taxable status is so transferred 
by a Government corporation, such property shall remain subject to taxation by 
local taxing authorities, regardless of subsequent transfers of such property 
among agencies of the Federal Government. 


DEFINITIONS 


Sec. 702. As used in this title— 

(a) the term “State” means the several States, Alaska, Hawaii, and the 
District of Columbia ; 

(b) the term “real property” means land, and includes those improve- 
ments on land and interests in land which, for the purposes of taxation, 
are characterized as real property by the State in which the land is located ; 

(c) the term “local taxing authority” means a State, county, municipality, 
or other subdivision of a State, county, or municipality, which subdivision 
has authority to levy and collect taxes upon real property ; 

(d) the terms “tax” and “taxation” include special assessments ; 

(e) the term “Government corporation” means the Central Bank for Co- 
operatives and Regional Banks for Cooperatives; Commodity Credit Cor- 
poration; Federal Farm Mortgage Corporation ; Federal Home Loan banks; 
Federal Land Banks; Federal National Mortgage Association; Federal 
Savings and Loan Insurance Corporation; Production Credit Corporation; 
and the Reconstruction Finance Corporation; and such term includes any 
corporation (1) which is incorporated after the effective date of this title 
by or under an Act of Congress, and (2) which is owned or controlled by 
the Federal Government; and 

(f) the term “Federal Government” includes any Government corporation. 


TAXATION OF PROPERTY OF GOVERNMENT CORPORATIONS 


Sec. 703. When a Government corporation is incorporated after the effective 
date of this title, unless specifically provided otherwise, all real property owned 
by such Government corporation shall be subject to taxation by local taxing 
authorities to the same extent according to its value as other real property. 


TAXATION OF PROPERTY TRANSFERRED FROM GOVERNMENT CORPORATIONS 


Sec. 704. (a) When real property which is taxable by local taxing authorities 
is transferred from a Government corporation to any department, agency, or 
other instrumentality of the Federal Government, such real property shall 
remain subject to taxation by local taxing authorities to the same extent accord- 
ing to its value as other real property is taxed, notwithstanding such transfer 
or any subsequent transfer of such property to a department, agency, or other 
instrumentality of the Federal Government. 

(b) In the case of any real property which— 

(1) was owned on or after June 22, 1948, by a Government corporation 
or any subsidiary thereof; 
(2) was transferred prior to the effective date of this title to any depart- 
ment, agency, or other instrumentality of the Federal Government; and 
(3) is owned by the Federal Government on the effective date of this title; 
such real property shall be taxable by local taxing authorities to the same extent 
according to its value as other real property is taxed, notwithstanding such 
transfer or any subsequent transfer of such property to a department, agency, 
or other instrumentality of the Federal Government. No taxes shall be paid 
under this subsection for any period prior to the effective date of this title. 

(c) No payments in lieu of taxes shall be made to any local taxing authority 
with respect to any real property which is subject to taxation by such local 
taxing authority. 

GENERAL PROVISIONS 


Sec. 705. (a) The Federal Government shall not be subject to penalties or 
pena!ty interest nor shall its property (including rights of action) be subject to 
any lien, foreclosure, garnishment, or other proceedings because of its non- 
payment or failure to make timely payment of taxes on real property; nor shall 
any subsequent purchaser be liable for such penalties or penalty interest. 

(b) The Federal Government shall be exempt from any taxes on real property 
which is devoted to uses which would cause such real property to be exempt 
from taxation if it were privately owned. 
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EFFECTIVE DATE AND EXPIRATION OF THIS TITLE 





Sec. 706. This title shall take effect on January 1, 1953, and shall expire on 
December 31, 1955. 


Mrs. Sr. Grorce. We have had word from Mr. Ikard that he cannot 
be with us this morning, but that he wants us to continue, which we 
are about to do. 

First, I am going to call on Mr. Hillelson, the author of the bill, to 
read his statement. 


STATEMENT OF HON. JEFFREY P. HILLELSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSOURI 


Mr. Hititetson. Madam Chairman, H. R. 5605 is a bill that I have 
introduced after much study and many conferences with members of 
the staff of Intergovernmental Relations Subcommittee, a subcom- 
mittee of the House Government Operations Committee. Also, I have 
consulted with authorities in different Government agencies concern- 
ing the merit and wisdom of this bill. 

This bill amends the Federal Property and Administrative Services 
Act of 1949 to provide that transfers of real property from certain 
Government corporations to other Government agencies shall not op- 
erate to remove such real property from local tax rolls providing the 
property has before the transfer been on local tax rolls. 

In many cases where real estate has been owned by Government 
corporations and subject to local taxes authorized by the Federal Gov- 
ernment to be paid by the corporations, this tax revenue to the local 
taxing agencies has been lost or terminated when this real property 
has been transferred to another Federal agency which is not author- 
ized to pay such taxes. It has long been established that Federal 
property is not subject to State and local taxation without the consent 
of the Federal Government. However, for many years the Federal 
Government has given this consent under certain circumstances and, 
in particular, with respect to real property owned by Government 
corporations which Congress created or authorized. Many hundreds 
of war plants were established and operated under the corporate form 
and were authorized to pay State and local taxes on their real property 
to the same extent as private industry is required to pay taxes on 
similar real property. In most cases this afforded local taxing au- 
thorities much needed assistance in their tax problems. 

At the end of World War IT the corporations owning these prop- 
erties began to dispose of them either by sale, transfer to other Fed- 
eral agencies, or to the War Assets Corporation or its successor, the 
General Services Administration, as excess or for handling under the 
Industrial Reserve Act. In an effort to take care of the tax situation 
the War Assets Corporation, in regulations promulgated under the 
Surplus Property Act of 1944, made certain provisions for the pay- 
ment by the disposal agency of taxes due for periods after assumption 
of responsibility for surplus real property. Appropriations made to 
carry out the Surplus Property Act of 1944 (Public Laws 785 and 
862, 80th Cong., Ist and 2d sessions) provide for payment of amounts 
in lieu of taxes on real property declared avelel by Government- 
owned corporations under that act. 
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This authority was continued by section 210 (a) (9) of the Federal 
Property and Administrative Services Act of 1949 (Public Law 152, 
8ist Cong., Ist sess.) as amended by the act of September 5, 1950 (64 
Stat. 581), and applied to— 
real property declared surplus by Government corporations, pursuant to the 
Surplus Property Act of 1944, where legal title to such real property remains in 
any such Government corporation. 

Under the War Assets Administration regulations referred to and 
the similar provision in the Federal Property and Administrative 
Act of 1949, it was the policy of the General Services Administration 
and the War Assets Administration to leave title to real property de- 
clared to them as surplus in the name of the corporation until sold 
or assigned for use by an agency of the Government. 

This; provision, until recently, prevented loss of taxes to local taxing 
authorities (in those cases of Government corporation real estate sub- 
ject to taxes being declared surplus), until title passed from the cor- 
poration. If title passed to private ownership, local finances were not 
upset because of discontinuance of payment of real-estate taxes by the 
Government corporation. However, on July 15, 1952, the United 
States Court of Claims, in the case of the Board of County Com- 
missioners of Sedgwick County, State of Kansas, v. the United 
States, announced a decision which in most cases renders the cited 
provision ineffective. The case involved a claim by the county of 
Sedgwick for taxes assessed against real property record title to which 
was held in the name of Reconstruction Finance Corporation, but 
which had been declared surplus to War Assets Administration under 
the Surplus Property Act of 1944. The decision states that, while no 
change in the tax status of the property (from a taxable one when 
the property was under Reconstruction Finance Corporation super- 
vision) was effected by the declaration of surplus alone, the accept- 
ance of accountability therefor by War Assets Administration re- 
moved the property from taxable status. 

On the basis of this decision and one applied later in a specific case 
by the Comptroller General of the United States, payment of taxes has 
been and will be suspended in a good many cases that will work a 
real hardship on local communities. A recent partial canvass of the 
situation by the General Services Administration showed that 62 cases 
in 23 States and 50 congressional districts have occurred within the 
last 5 years in which local communities lost over $2,500,000 in taxes, 
that they had been receiving from Federal corporations, because the 
property had been transferred to Federal agencies not authorized by 
law to pay the taxes. 

Typical is the case in my own Missouri Fourth District where the 
RFC several years ago purchased property which now houses the 
Bendix Corp. This real property since has been transferred to the 
Navy, pursuant to Public Law 364, 80th Congress. I have been in- 
formed that this amounts to a loss in annual taxes of approximately 
$191,000 to both Jackson County and Kansas City, Mo. This, of 
course, would be remedied under this proposed bill. 

A complete summary of this bill is as follows: 

(1) Provides that when taxable real property that has been on the 
loc tax rolls is transferred by a Government corporation to other 
Government agencies it shall remain subject to taxation regardless of 
subsequent transfers to other Federal agencies. 
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(2) The Government is authorized to pay these local taxes on real 
property described in this act. 

(3) That any Government corporation created after the effective 
date of this title their real property will be subject to taxation by 
local taxing authorities to the same extent as other real property 
unless specifically provided otherwise. 

(4) Provides that the effective date of this bill be as of January 
1, 1953, and that the date of June 22, 1948, shall be the date which will 
exclude from the provisions of the proposed legislation any real prop- 
erty owned and disposed of by Government corporations prior to 
that date. 

(5) The Government will make no payments in lieu of taxes on this 
real property described and also will not be subject to penalties or 
penalty interest. The real property mentioned in this bill will not be 
subject to any lien, foreclosure, garnishment, or other proceedings 
because of its failure to make payments of taxes on such real prop- 
erty. This provision was included to protect the United States Govy- 
ernment from paying such penalties which in many cases are common 
in many taxing authorities. This is necessary so that if Congress 
should be negligent or tardy in appropriating sufficient funds to take 
care of the taxes that the Government corporations or Federal agencies 
would not be penalized for being 1 to 4 or 5 months late, as it is not 
always possible to have appropriation bills passed by certain dates in 
order to make prompt payment to taxing authorities. 

(6) This act shall expire as of December 31, 1955, unless renewed 
by Congress. The reason for this expiration date is that it is hoped 
that this problem of local taxes on Federal property will be included 
as a subject of study, investigation, and recommendations by the 
proposed Commission on Intergovernmental Relations. 

Mrs. Sr. Grorce. Thank you, Mr. Hillelson. 

You have heard no criticism or opposition to this bill, have you, 
except that I have heard it said that it did not go quite far enough, 
to accomplish the results. 

Mr. Hitieison. I have heard this, too, Madam Chairman. That is, 
many people consider it piecemeal where they feel another law on the 
books would help complicate the whole tax structure of our Govern- 
ment. That is one of the primary reasons why I made it effective only 
through 1955, because I did not mean it to be a permanent piece of 
legislation. 

Mrs. St. Grorce. You do not want it to interfere with a permanent 
setup that might come later? 

Mr. Hitterson. That is right. 

Mrs. Sr. Grorcr. I think that is a good explanation because I had 
heard that was one of the criticisms, that it expired in 1955. 

Mr. Meader, have you any questions that you would like to ask 
Mr. Hillelson ? 

Mr. Meaper. No, I do not care to ask Mr. Hillelson any questions. 
When the time comes I would like to make a little statement of my 
own. 

Mrs. Sr. Groree. I think we would like you to make Your state- 
ment now, if you will. I know you have another committee meeting 
and I think it would be well if you would do it at this time. 


86642—53——_2 
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STATEMENT OF HON. GEORGE MEADER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Meaper. Thank you, Madam Chairman. 

First of all, I would like to congratulate my colleague, Mr. Hillel- 
son, for bringing this matter to the attention of the Congress in con- 
crete form, so that we can take specific action with respect to this 
problem. 

I might say that both Mr. Hillelson and I are members of the Inter- 
governmental Relations Subcommittee of the House Government Op- 
erations Committee. I have been very interested, as I know he 
has, in studying the industrial and commercial activities of the Fed- 
eral Government and the effect of those activities upon local units of 
government. 

Of course, this is one aspect of these industrial activities and the 
ownership of industrial property by the Federal Government, which 
has an adverse effect upon the tax rolls of local units of government. 

Let me say in general that I have been very disturbed by the trend 
in recent years of political power gravitating to the Federal Govern- 
ment in Washington at the expense of the State and local units of 
government. I say I am disturbed because I believe under our sys- 
tem of government that government which is closest to the people 
and most easily subject to their control is the best form of self-gov- 
ernment. 

I have also been disturbed by the fact that in the Federal Govern- 
ment the power seems to have gravitated more to the executive branch 
of the Government than to the Congress. That is why I welcome this 
hearing today as getting right at the heart of that problem of the 
relationships between the Federal Government and the State and 
local governments. It indicates at least a sympathetic attitude on 
the part of the Congress toward the problems of the local govern- 
ments, with the aim of assisting them in asserting their jurisdiction 
and authority and preventing the Federal Government from encroach- 
ing upon legitimate public activities of these local units of govern- 
ment, 

I do not want to go into detail about the problem as it affects my 
particular district. I have referred to it repeatedly, not only in the 
committee during hearings we have had on the industrial activities 
of the National Government, but also on the floor of the House. 

Specifically, there is one plant in my district, in Adrian, Mich., the 
Bohn Aluminum Plant, which in my judgment permits us to see in a 
specific case just exactly how this encroachment of the Federal Gov- 
ernment has been operating, and how it has adversely affected the 
city, county, and school districts, who have been deprived of substan- 
tial amounts of taxes because of the circumstances Mr. Hillelson re- 
ferred to in his statement. 

I don’t intend to refer to the details, because I think it is best for 
the committee to get those from the mouths of those who are most 
familiar with the actual facts rather than to get them secondhanded 
through me. 

We have here tod: ay the Honorable Claude E. Porter, mayor of the 
city of Adrian, Mich., and Mr. A. O. Wallace, who is superintendent 
of the Madison Agricultural School District, which surrounds and 
adjoins Adrian on the east and the south. 
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The plant in question is subject to taxation, or was subject to taxa- 
tion by both units of Government, as well as Lenawee County, as I 
understand it, and these witnesses are prepared to give the committee 
firsthand the facts with respect to the removal of this plant from their 
tax rolls and the adverse effect it has had upon their financial condi- 
tion and the services that they have been rendering to the community 
and to the property in question. 

Madam Chairman, if it is in order I do not know whether anyone 
wants to question me, but I would be glad to be subject to cross-exami- 
nation by my colleagues. My principal purpose here, though, was 
simply to present these two witnesses. 

Mr. Hixietson. I would like to ask one question. 

Mrs. St. Groree. I think Mr. Hillelson has a question, Mr. Meader. 
Otherwise, if there is nothing else, I thank you very much for your 
statement and for being with us at this time. 

Mr. Hillelson. 

Mr. Hitxierson. This is not a question actually, George, except I 
wonder if you know of anyone in Congress at this time who would be 
against the principle as contained in the bill that we are having hear- 
nigs on ¢ 

Mr. Meaper. Well, I have not heard of any opposition from my 
colleagues. I hope it is not inappropriate to mention I have been in 
touch with Senator Taft’s office. Senator Taft has been very much 
interested in this same problem, and I have been in discussion with his 
executive assistant, Mr. Martin. In fact, I furnished him a copy of 
your bill, Mr. Hillelson. 

I understand that the Senator is also planning to introduce legis- 
lation on this subject as soon as it can be drafted. I do not think 
he has introduced a bill as yet. I have asked for a copy as soon as it 
is available. 

I might also say that I have known about Mr. Hillelson’s interest 
in this “subject over some period of time and have followed it very 
closely and have discussed that matter with the people of the staff of 
the committee of which we are both members. 

I might say that while this may be subject to criticism, as Mr. 
Hillelson suggested, because it does not attempt to deal with the entire 
field of federally-owned property, still it strikes me that there are 
some problems in this very delicate relationship between the Federal 
Government and the local governments under our peculiar constitu- 
tional system of dual sovereignty, which render this field a particularly 
complex and difficult one in which to legislate. 

I commend Mr. Hillelson for his taking the limited approach, be- 
cause it seems to me it is a field in which we ought to move rather 
varefully. To take this specific type of property, which at one time 
was owned by a Government corporation, and as such was subject to 
taxation, and to confine the effect of this legislation to that property, 
strikes me as being the most intelligent and perhaps the most effective 
approach to take, ‘because if we try to take the whole field of Govern- 
ment property, that i is, military reservations, post offices, and property 
that is used for governmental as distinguished from industrial pur- 
poses, and if we “took property that hs id always been in the Federal 
Government as such rather than in one of its eres corpora- 
tions, we might find that there were problems applicable to those types 
of ownership which are not applicable here. 
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The fact that this property had once been on the tax rolls strikes 
me as indicating its propriety as the first place to start in aiming at 
relief for these local units of government which are affected by Fed- 
eral governmental activities. 

In my own discussions personally with my other colleagues I have 
heard of no objection to the general objective sought by Mr. Hillel- 
son’s bill. On the other hand, I have heard a great deal of interest 
and sympathy on the part of my colleagues, both in the House and 
Senate, for action along this line. 

Mrs. Sr. George. I think it is very natural when you consider 50 
Congressional Districts are directly affected by this very sort of thing, 
and that of course does not mention all of the other Government prop- 
erty that is outside of this particular bill. I agree with you there, Mr. 
Meader. I think it is far better to approach the thing in a limited way 
and do what we can do, because I think we can accomplish this. 

I think if we go into a bigger field we will raise a great many points 
of controversy that will make it very difficult to attain. So, I also 
want to congratulate Mr. Hillelson on this bill, which I think is very 
sensible and very restrained, and obviously more possible of passage. 

Mr. Meaper. Then if the chairman would excuse me I would like 
to go to a very important Judiciary Committee meeting that has been 
in progress for a little while. 

Mrs. Sr. Grorer. Certainly. We thank you very much for coming. 

Mr. Mreaper. I have excused myself from my friends from Adrian, 
Mich., and Iam sure they understand. 

Mrs. Sr. Grorecr. I am sure your constituents are glad to see you 
are busy. 

Now, Mayor Porter, will you be our next witness, and then Mr. 
Wallace. I think that is the best procedure. 


STATEMENT OF CLAUDE E. PORTER, MAYOR, CITY OF 
ADRIAN, MICH. 


Mayor Porrrer. Madam Chairman and gentlemen, the people of the 
city of Adrian, a community of 18,400 population, are deeply con- 
cerned because of a situation regarding the Bohn Aluminum & Brass 
Corp. plant No. 24 in Adrian. A letter from the Detroit Air Re- 
gional Office, Central Air Procurement District, dated January 30, 
1953, a copy of which is attached to the last page of my statement, 
has been received by the city to the effect that the city of Adrian will 
not receive 1952 taxes with respect to this plant, and that future taxes 
should not be paid with respect to this plant. If this decision stands, 
the 1952 tax loss to the city amounts to $87,958.90. 

We respectfully request that this amount be paid in lieu of taxes 
at this time by the United States Government and assurance given 
that, in lieu of tax payments, will be made in 1953 and in following 
years. 

The subject Bohn plant was built in 1942 and 1943 by the Defense 
Plants Corporation. The city of Adrian has received each year until 
1952 from the owner or operator of the above plant a sum equal to 
the taxes paid by private enterprise on similar assessed value of prop- 
erty. The policy has been set for many years. The Bohn Aluminum 
& Brass Corp. has leased the plant from the Government for the man- 
ufacture of critical war materials. 
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On or about January 1, 1950, it is understood, title to the property 
was invested in the United States Air Force a ohne Methods 
Pilot Plant. An assessed valuation agreed upon by the Government, 
namely, $2,633,500, has been used each year in good faith in determin- 
ing the fair share of munic ipal services and expense this plant should 
pay. The above amount constitutes about 9 percent of the city tax 
receipts. So great a loss as $87,958.90 is a most serious calamity to a 
community the size of Adrian. It represents almost $5 for every man, 
woman, and child in the city. 

The subject plant has paid a share of taxes during the past 5 years 
except 1952 as follows. The plant, incidentally, paid taxes since the 
time it became operative in 1944 to date. But we have listed here, 
insofar as the question of the amount is not concerned, only those taxes 
paid during the last 5 years—the division between city, school, and 
county, which suffer an amount of tax loss. 


Year City School County Total 





1952 30 $18, 434. 50 

1951 7. 28 18, 434. 50 | 

1950 7.27 15, 801, 00 

1949 34, 498. 8 3 15, 801. 00 

1948 ; 30, 943. 63 | 5, . 2 2fi, 624. 69 | 72, 684. 61 


I would like to direct your attention to the similarity in the amount 
of taxes that have been paid in these years. You will note the taxes 
for the 4-year period are almost identical in that there is no advantage 
being taken, although the amount of service has increased to the plant. 
There has been a change in the assessed value of the city. We have 
had to make more service available to the plant, but the community 
has not made charge for it. 

The subject plant receives all of the municipal services, facilities, 
and attention that is normally extended to other plants and industries 
in this city that pay their just share of taxes; and, in addition, the 
subject plant receives further necessary special services due to the 
nature of the activities carried on in the manufacture of critical war 
materials and the amplified local problems created by a plant of its 
size ina small community. 

In addition to the services and facilities extended directly to the 
plant, it must be borne in mind that the large labor force brought into 
the community by such a plant creates major problems which indi- 
rectly necessitate still further services and facilities in every area of 
the city. 

Currently, we believe this plant to be engaged in war-work activity 
of the utmost importance. There has been transported to and installed 
in this plant the only 15,000-ton aluminum extrusion press in existence 
at that time, together with the necessary complementary mac hinery 
and equipment. It was brought to Adrian from Germany as a part 
of the reparations settlement. At an earlier date, we are advised, 
Russia confiscated a similar but 30,000-ton aluminum extrusion press 
in Germany and transported it to Russia, at the same time kidnaping 
the engineers and taking them also to Russia to operate the gigantic 
press and to teach Russian workmen the skill to man this industria] 
giant. For security reasons, therefore, this plant is subject to above 
average plant protection. 
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Some of the services and facilities extended to this plant and the 
local problems created by the plant, both directly and indirectly, to 
mention only a few that are most obvious, are outlined below: 

1. The city of Adrian furnished this United States Government 
plant: ; 

A. City fire protection, including a recently purchased 75-foot aerial 
ladder truck with high-pressure and fog-type apparatus specially ac- 
quired for fighting industrial fires. The subject plant is over 65 feet 
high in some locations and is the highest industrial plant in Adrian. 
One roof fire in the past could not have been put out without far 
greater loss without this special equipment. The fire department 
makes a complete fire inspection of the plant twice each year. 

3. Cooperation of all facilities of the city law-enforcement agencies 
and the city police department, including special police detail at an 
earlier date during labor strikes and a near riot, traffic regulation and 
control in the area, traffic signal maintenance and upkeep. 

C. All city police cars, fire equipment, and many public-works ve- 
hicles are equipped with two-way radios for fast emergency service in 
time of need. 

D. The public improvement department provides for street main- 
tenance, street cleaning, snow removal, storm sewers, sanitary sewers, 
and sewage-disposal facilities. 

KE. City water, fire hydrants, adequate street lighting, and every 
other customary municipal service is provided for this plant. 

F. All of the above facilities and services have been provided this 
Government-owned plant at cost. 

2. There has been an influx of migrant skilled and unskilled labor 
with the consequent added problems and expense always created by an 
increased population, This has affected all areas of the city. The 
most recent population growth reported, based on the 1950 national 
census, is 29 percent—far above the average of other Michigan cities. 

3. It naturally follows and it is a fact that there is a marked in- 
crease in school attendance, with resulting additional school expense, 
both capital and operating. Most of the workers brought in have been 
young and middle-aged families with children already of school age. 
The school situation has become so acute that last April the people 
voted a bond issue of $989,000 to expand the school system. 

4. Sewage-disposal demands have become so great that the city is 
presently under a court order to construct and is in the process of 
building an additional sewage-disposal plant addition and trunk- 
line sewers that will cost in excess of $900,000. 

5. Water demands have also increased and in 1951 the city con- 
structed additional water facilities amounting to $580,000. Presently 
the water department is in the process of adding a 1 million-gallon 
elevated storage tank 120 feet high at a cost of from $100,000 to $125,- 
000, to assure an emergency supply and pressure in the event of a bad 
industrial-plant fire. There has also been recently ordered 2,700 feet 
of 12-inch cast-iron water main to further supplement the water 
service to this industrial area. A large part of this water supply is 
to provide adequate service and fire protection to this plant and the 
addition to this Government plant that is now under construction. 

6. The above necessary sewage-plant addition, water-plant expan- 
sions, and school facilities made necessary are responsible for an 


outstanding bonded indebtedness of over $2,500,000. 
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7. When the Detroit air regional office letter dated January 30, 
1953, was received notifying the city that taxes would not be paid for 
the first time (1952) since the plant was built, that is to say, the taxes 
wants not be paid in 1952—the following had already taken place : 

A. January 1, 1952, tax roll ine luding : assessed value of Bohn plant 
as used in former years, approved by Government officials and certified 
to the State for the fiscal year 1952-53. 

B. Budget adopted in June of 1952 and tax rate for fiscal year 
established on basis of budgeted need (including services to Bohn 
plant) and total city assessed value (including Bohn plant assessed 
“a 

A large proportion of taxes collected prior to deadline for 
dutiiudicent penalty, August 10, 1952. 

D. Substantial’ amounts expended or encumbered by firm com- 
mitments; said amounts approved by the adoption of the 1952-53 
fiscal year, July 1 to June 30, the budget appropriations. Therefore, 
the refusal to pay taxes or in lieu of taxes on January 30, 1953, after 
6 months of the fiscal year had passed, in an amount almost 9 percent 
of the total tax, and from the United States Government—a source 
for which no reserve for delinquent tax is set up—created chaos, 
confusion and hardship that is impossible to describe adequately. A 
problem that did and still does involve the payment of merchandise 
bills for goods bought in good faith, the meeting of city payrolls, and 
bonded- debt retirement. 

In view of the heavy demands imposed upon this community by 
the location of this defense plant, we feel it is only fair that the plant 
should pay its fair share of the expenses of the community. We do 
not ask that the United States Government pay any premium because 
of its plant located in Adrian, but only that it pay in like proportion 
to other property owners located in Adrian. 

If the city were to raise the same amount of money as was raised 
in former years when the United States Government paid in lieu of 
taxes on this plant, the taxpayers must pay a higher tax rate, a severe 
penalty, for the privilege of having the Government plant in this 
area. 

The payment of taxes ad valorem or in lieu thereof has been made 
regularly on this big war plant since it was built during World War 
Il. This Government plant expects and needs all the municipal serv- 
ices—sewers, water, fire and police protection, ete.—as do other in- 
dustries. The city of Adrian has geared its ability to furnish these 
services in accord with the need and demand of its requirements at a 
considerable expense annually and by long-term bonded obligations. 
Certainly the Government does not desire to enjoy all these adv ‘ant: uges 
without paying its fair share of the tax required to furnish the services. 

We cannot believe the Government wishes to “sponge” off the tax- 
payers of Adrian. We cannot believe the Government wishes the 
taxpayers of Adrian to pay higher taxes than they ordinarily would, 
because of a defense activity that helps provide security for the entire 
Nation. 

This plant turns out products for the benefit of all the people, 
surely, but not every community has a Government plant. A com- 
paratively few communities are asked to shoulder the taxload that 
should be assumed by all the people. 
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The Governent has always before recognized a certain moral obliga- 
tion to pay existing tax rates because the plant, while Government 
owned, is engaged in manufacturing and general business, and is in 
more or less competition with priv ately owned plants of similar nature. 
In the consideration of profits for stoc ‘kholders of the Bohn Aluminum 
& Brass Corp. as revealed in the company’s financial news report in 
the March 13, 1953, issue of the Wall Street Journal, said report reads 
in part as follows: 

Earnings were also reduced by the expense entailed in building up supervisory 
staffs at the Greensburg, Ind., bearing plant and the Government-owned extrusion 
and forging mill at Adrian, Mich. 

Still another fundamental issue is involved. The Bohn Govern- 
ment plant in Adrian and Government plants in other areas are in 
direct competition with private industry. Private industry, paying 
their full share of local taxes for the support of police and fire depart- 
ments, water systems, disposal systems, schools, etc., produce the same 
products that come out of the Government plants 

All other factors being equal, the Government pl: ints, by escaping 
taxes, could undersell private industry. With enough pl: ints the Gov- 
ernment, by compelling hundreds of local communities to shoulder 
all local tax responsibilities, could put private industry out of business. 
It presents a danger at the very roots of our free-enterprise system of 
democratic government that should be discouraged, that should be 
fought every inch of the way by every local community with a Gov- 
ernment industrial plant within its borders. 

H. R. 5605 has been drafted, introduced, referred to the Committee 
on Government Operations, and is now being examined by your sub- 
committee with the hope of many people to eliminate the above in- 
equities to local municipalities and to curb the threat to the democratic 
system which we cherish. 

We pray that you unanimously recommend legislation for adoption 
that will eliminate the inequalities described above and which will in 
this case provide for payments in lieu of taxes to the city of Adrian 
for the fiscal year 1952-53 and all future years. 

This is respectfully submitted to your committee, Madam Chairman, 
by myself, Claude E. Porter, mayor of the city of Adrian. 

Mrs. Sr. Grorce. Thank you very much, Mr. Mayor. I think this 
is a very fine and very comprehensive statement. I quite agree with 
you that it is a very severe hardship for any city suddenly to be faced 
with this kind of a tax raise, because that is exactly what it means, I 
presume. 

These taxes have to be made up somewhere and, therefore, they have 
to be made up by the local people, who are certainly carrying enough 
of a load already. 

There is only one thing I do not quite understand in your situation. 
That is, when did this corporation suddenly, and for what reason, 
decide that they were no longer liable to pay taxes, after they had been 
doing so, I gather, for some little time ? 

Mayor Porter. Madam Chairman, I would like to read to you from 
the letter of the Detroit Air Regional Office, Central Air Procurement 
District, West Warren Avenue and Lonyo Boulevard, Detroit, Mich. 
This letter is dated January 30, 1953, and reads as follows: 
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TREASURER, CITY OF ADRIAN, 
City Hall Building, Adrian, Mich, 


(Attention of Mrs. Hawkins.) 


Dear Mrs. HAwKINsS: This will confirm information which you are believed 
to possess as the result of conversations with Maj. Rex Hall, contracting officer, 
or from Bohn Aluminum & Brass Corp. personnel, with respect to taxes assessed 
against the property listed as 1450 East Beecher Street, Adrian, Mich. 

You are notified hereby that information has been received from higher 
authority stating “that no State or local ad valorem taxes are properly assessable 
against the property and none should be paid.” 

The Bohn Aluminum & Brass Corp. has been notified with respect to the above. 

Very truly yours, 





J. E. WIiaMs, 
Contracting Officer. 

Mrs. Sr. Gzorcr. That seems to be a rather sudden and curt way of 
terminating such a situation. 

Mayor Porrer. Madam Chairman, appreciate the position that we 
are in with one-half of our fiscal year already expired when this terse 
notification came that it would not be paid. This was the first official 
communication that the city had had that the taxes would not be paid. 
We had reason to believe that the delinquency in making the payment 
of taxes may have resulted as they did in an earlier year due to a short- 
age of funds, or otherwise, in the Government. Because there was a 
time when the tax, I am informed—and this is before my time as 
mayor—when the tax was paid delinquent some months to the city 
treasurer and the check was then returned stating that there was a 
penalty due because of delinquent taxes. Later a second check, includ- 
4 the penalty, was sent to the city treasurer 

As happens every place when a budget is made up in June, many 
things are included that have for a long time been postponed. You 
receive your operating taxes or a large share of them prior to the 10th 
of August, or prior to a month later. Therefore, all of this pent-up 
desire is expended for things needed that have been postponed. In 
this case, as it is in every year, this was true. We had received our 
major share of tax money and many things were purchased which 
would have been curtailed had we known that we were not going to 
receive taxes on the Bohn plant, because it was such a substantial sum. 

During the second half we had to continue to purchase necessary 
materials and to meet labor payrolls and carry on with essential serv- 
ices, which embarrassed the city financially in a terrific manner. 

Mrs. Sr. Grorce. I can well see where it could wreck a city organi- 
zation and administration. 

Mr. Hillelson, have you any questions? 

Mr. Htitetson. No; I have no questions. 

Mrs. Sr. Grorer. We thank you again, Mr. Porter, very much. 

Mr. Wallace, have you anything to add to the mayor’s testimony 4 


STATEMENT OF ARCHIE 0. WALLACE, MADISON AGRICULTURAL 
SCHOOL, ADRIAN, MICH. 


Mr. Wattace. Madam Chairman and members of the committee, I 
apologize if what I am about to say would seem to be a repetition of 
some of the remarks that Mayor Porter has made. Through circum- 
stances that we had no control over there was no opportunity for us 
to get together to present our statements. 

36642—53—3 
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The Madison Agricultural School is a consolidation of three rural] 
school districts adjoining the city of Adrian, Mich. In 1940 about 
100 students attended these 3 rural schools. Growth during the war 
years and inability of the districts to construct new buildings necessi- 
tated half-day sessions from 1941 to 1948. This fall the district antici- 
pates 800 students and a survey made in conjunction with the Michi- 
gan State Department of Public Instruction indicates that if the past 
trends of growth continue the enrollment will exceed 1,600 students 
by 1960. Of that figure there are 1,100 students in the picture now, 
based on the 1953 school census. 

May I interpose 1 statement as an explanation of that 1,100 as 
against the 800 figure there. There are students that are not of school 
age at the present time. 

On the basis of these enrollment figures it is imperative that our 
present bonded indebtedness be reduced as fast as possible since the 
districts’s capacity to meet its additional building needs by 1960 
shows a deficit of more than $400,000, even when limits for bonded 
indebtedness set by the Michigan State Municipal Finance Commis- 
sion have been reached. 

The following information will show why the board of education 
of Madison Agricultural School desires legislation of the type em- 
bodied in H. R. 5605. On August 15, 1952—and this date was secured 
at the Federal Security Agency office through an attorney there who 
checks the ownership of Federal properties and their transfers—the 
Bohn aluminum plant No. 24, lying within the city of Adrian and 
Madison Township, was declared a Federal property, and as such not 
subject to tax. Thé valuation of this property in Madison Township 
and the Madison Agricultural School District was $1,261,600. The 
school district tax against this property was 16 mills; 8 mills for 
operational expenses and 8 mills for debt retirement. 

Loss of taxes for the school year 1952-53 amount to $20,184. The 
debt-retirement income was reduced from the expected taxes by more 
than 26 percent. The operational income from local taxes was also 
reduced by more than 26 percent, and from all sources by about 8 per- 
cent. This would seem to be a low figure and not too serious. How- 
ever, the budget had been closely figured even to the balance to be 
carried over to the next year for financing school operations until 
State revenues were available. A balance of 25 percent of the year’s 
anticipated expenditures is highly desirable to maintain the district's 
credit, and at this time the district has on hand only about 14 percent 
of the funds for anticipated expenditures for the coming year. 

As to the revenue lost from the debt retirement funds; Bohn alumi- 
num plant No. 24 was a portion of the district’s valuation on which a 
bond issue was sold in 1950, The district’s valuation at that time 
was $3,911,235. The removal of $1,261,500 worth of property, or 32 
percent of the district’s 1950 valuation, poses very serious problems 
to the district. Not only has the district lost taxes this year as well as 

facing future losses, but it is losing tax on the increasing value of an 
expanding plant which was bonded the same as any other property in 
the district, and on which, we feel, there should be the same liability 
insofar as discharge of bonded debt obligations. 

On July 13, 1953, a vote on a proposition to increase the tax rate 
by 4 mills to make up for this loss was defeated in the district. 





ee 
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The district is very grateful for the aid that it has received under 
Public Law 815—an explanation is perhaps proper here. That law is 
for the purpose of aiding schools and buildings that have an impacted 
growth, as we have there—which will enable it to house its students 
from the kindergarten through the ninth grade adequately for the 
first time since 1941. It desires to commend the legislators for enact- 
ing such legislation. 

Applications and questionnaires pertaining to Public Law 874 are 
necessarily involved. The district has applied for aid under this act, 
but has been denied it to the present. However, this was before Bohn 

lant No. 24 was dropped from the tax rolis. The board of education 
ias, as early as February of this year, indicated that it would prefer 
what it believes are just tax payments from this plant through normal 
established channels. 

It is the earnest desire of the board of education of the Madison 
Agricultural School that you give favorable support and recommenda- 
tion to H. R. 5605. 

Mrs. Sr. Georce. Thank you very much, Mr. Wallace. I have no 
questions. 

Have you any questions, Mr. Hillelson ¢ 

Mr. Hitierson. | have no questions. 

Mrs. St. Georce. Thank you very much for both those statements. 
They will be placed in the record. 

Congressman Derounian, we will be glad to hear from you at this 
time. 


STATEMENT OF HON. STEVEN B. DEROUNIAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Derounian. My name is Steven B. Derounian, Second District 
of New York. 

Madam Chairman and members of the committee, I appreciate this 
opportunity on such short notice to come here and discuss with you 
briefly the views of my district and my county on H. R. 5606. 

My colleague, the Honorable Frank J. Becker, would have been 
here with me to discuss it with you had he not been ill, so I speak for 
him also. 

In Nassau County we have real property in the assessed amount 
of $6 million which is owned by the United States and used and 
occupied by private persons or corporations for profitmaking pur- 
poses. This total does not include properties which are owned by the 
Federal Government and used directly by such Government. An 
itemized statement of these exempt properties on which private enter- 
prises are conducted is submitted herewith for the committee’s records. 

Mrs. St. Grorce. It will be inserted in the record at this point. 

(The itemized statement referred to is as follows :) 
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ExHIsiT 1 


Amount of | 





Location | Land Total | exemption | Used by— 

Bethpage__....| 298, 675 1, 514, 810 1, 216,135 | Grumman Aircraft. 

Manorhaven 90, 564 558, 600 558,600 | Sold by Administrator of General Services too 
| Cairns Corp. May 3, 1946; foreclosed by United 
| States Oct. 19, 1950 through War Assets Adminis- 

| trator. 

Uniondale 151, 875 2, 228, 875 2, 228,875 | Building on property are apartment houses oper- 

ated under leases to Mitchell Manor Corp, No. 2, 
| 423 Broadway, New York City. 
Do 278, 942 | 917, 450 017, 459 | Do. 
Do 119, 960 | 330, 700 | 330, 700 | This is Mitchell Gardens bousing project No. 30021. 

Mineola 27, 169 | 124, 900 | 124,900 | Used by Airborne Instruments, Inc. 

Sands Point 403, 176 | 454, 450 | 454,450 | Used by Special Devices Center, 

Syosset 21, 765 48, 350 48,350 | Used by Faust Specialties, Inc. Sold by RFC to 

| U.S. Department of the Navy as of May 1, 1948. 

Valley Strean 19, 080 116, 100 116,100 | Leased to Fairchild Engine & Airplane Corp. 





Mr. re ean The exemption enjoyed by these private enter- 
prises through Federal ownership of the property on which they are 
conducted is yr only unjust as a special privilege but works great 
hardship on local taxing units. Their impact is most severe on 
school districts, improvement districts, and villages in which such 
properties are located. The proportion of these exemptions to the 
overall assessments of such smaller taxing units can be appreciated 
by considering that the property used by Grumman Aircraft in Beth- 
page represents a loss of $1,216,135 of assessed valuation in a single 
school district, and the property in Manorhaven represents a loss to 
the village of approximately one-fifth of its total assessed valuation. 

The latter instance is one which is within the general spirit of H. R. 
5605. However, the title to the property was in the RFC after 1948 
and accordingly the subject bill would grant no relief to the village 
of Manorhaven. This property was sold by the RFC to a private 
corporation in 1946. Thereafter, through foreclosure, the United 
States bid in the property and still retains title. 

[ recognize that the cost to the Federal Government would be pro- 
hibitive if it were to permit local taxation of all its properties. 

There are properties such as national parks, mineral reserves, naval 
and military installations and the like which are not only owned by 
the Federal Government, but occupied and used by such Government 
immediately and directly for public purposes. For the greater part, 
such properties do not cast any great burden on urban communities. 
I do not recommend that such properties be made subject to local 
taxation. 

However, there are other properties, such as those in the list which 
I have submitted, where the property is so occupied and used that 
it is not distinguished from other properties similarly occupied and 
used except for the accidental fact that fee title is held by the United 
States. These properties are occupied and used by private enter- 
prises for profit purposes. There is no reason in justice or necessity 
for the special privilege which they enjoy. These enterprises, par- 
ticularly the vast manufacturing plants, bring numbers of Colars 
to the area, creating traffic, sanitation, and school problems for the 
local municipalities without making any contribution toward the cost 
of supplying such services. The injustice is more striking when we 
consider that such enterprises are in competition with others who are 
paying their way in taxes. 
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It was not until the Federal Government began to actively engage 
in and complete with private enterprise that the Federal tax exemp- 
tion resulted in such inequities. I, therefore, recommend that the 
committee extend its study and draft legislation to remove or miti- 
gate these inequities and limit the Federal taxation exemption to its 
former traditional sphere, namely, property owned by the Federal 
Government and used by the Federal Government for public pur- 
poses. 

To that end I am submitting the following recommendations for 
amending H. R. 5605: 


Amend section 704 (b) to read as follows: 

(b) In the case of any real property which is owned by the Federal Govern- 
ment on the effective date of this title and 

(1) was owned on or after June 22, 1948, by a Government corporation or any 
subsidiary thereof and was transferred prior to the effective date of this title 
to any department, agency, or other instrumentality of the Federal Government; 
or— 

Parenthetically I might say that those first two sentences recodify 
the sentences in the existing bill. To continue: 

(2) was owned by a Government corporation or any subsidiary thereof prior 
to such date and acquired by the Federal Government through mortgage fore- 
closure proceedings subsequent to such date. 

Parenthetically, this is the new thought in it. 

Change subdivision (c) to (a) and add a new subdivision (c) to 
read as follows: 

(c) Property owned by the Federal Government and leased to a private person 
or corporation and used by such person or corporation for profitmaking purposes 
shall be taxable in the same manner and to the same extent as properties de- 
scribed in subdivisions a and b hereof. 

Madam Chairman, I would like, with your ene to place on 
the record a letter from the General Services Administration to me, 
dated May 1, 1953, and signed by the Commissioner of Public Build- 
ings, W. E. Reynolds, explaining the present Manorhaven lease 
through which the Federal Government gets $121,000 a year for the 
real property, plus $39,622.60 per year for ‘rental of personal property. 
The village of Manorhave n does not get a cent. 

Again I appreciate your giving me the time to be here. I think this 
is a very necessary and vital service which your committee is perform- 
ing, and I thank you very much for your courtesy. 

Mrs. St. Grorar. Thank you very much for your statement and also 
for your suggestion, Congressman. 

Without ‘objection, your letter will be inserted in the record. 

(The letter referred to is as follows :) 


In reply refer to: PS Plancor 999 (R-—NY-10) 
GENERAL SERVICES ADMINISTRATION, 
PUBLIC BUILDINGS SERVICE, 
Washington 25, D. 0., May 1, 1958. 
Hon. STeveEN B. DEROUNIAN, 
House of Representatives, Washington 25, D.C 


DeAR Mr. DEROUNTIAN: Reference is made to your letter dated April 18, 1953, 
to the Acting Administrator, General Services Administration, regarding the 
tax situation with respect to Plancor 999 (R—NY-10), Grumman Aircraft Engi- 
neering Corp. plant near Port Washington, N. Y., which is now leased to Republic 
Aviation Corp. by this Administration. 
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The subject Plancor, which is within the limits of the incorporated village of 
Manorhaven, was declared surplus by Reconstruction Finance Corporation Feb- 
ruary 18, 1946. The declared cost of realty was $1,545,039.98, and related per- 
sonal property was $383,038.40, for a total declared cost of $1,728,078.38. The 
property was sold by War Assets Corporation, a subsidiary of the Reconstruction 
Finance Corporation, subject to a 10-year mortgage, to the Cairns Corp., Port 
Washington, N. Y.. on March 18, 1946, for $1,250,000. Due to mortgage delin- 
quency General Services Administration, as successor in function to War Assets 
Corporation, foreclosed and bid in the property for the delinquency amount at a 
sheriff’s sale October 13, 1950. The property has not been subject to taxes since 
this repossession whereby title passed to the United States of America by deed 
and bill of sale from the referee dated October 19, 1950. 

Plancor 999 consists of 11 acres of land, on which are 4 major buildings of 
brick, steel, and wood-frame construction, and 19 miscellaneous structures. The 
major buildings were erected in 1929, with additions constructed in 1942. The 
total floor area is 218,000 square feet. 

The Munitions Board informed the Administrator of General Services on Oc- 
tober 8, 1951, that the Department of the Air Force had a current requirement 
for the use of Plancor 999 and requested, in order that present aircraft require- 
ments could be met, that the plant be leased to the Republic Aviation Corp., 
subject to the restrictions of the national-security clause. Pursuant to this 
request negotiations were conducted which resulted in a lease to Republic 
Aviation Corp. for a period of 5 years beginning February 1, 1952. The rental 
is $121,000 per year for the real property (based on a depreciated reproduction 
cost of $1,195,896), ae 12 percent per year of the acquisition cost of the personal 
property selected by the lessee for inclusion in the lease. Such selection of per- 
sonalty subsequently amounted to $330,188.35 in acquisition cost, resulting in a 
figure of $39,622.60 per year for rental of personal property. The agreement 
specifies that the plant is to be occupied and used for the development and 
production of equipment, including aircraft components, under contracts with 
the Government and subcontracts thereunder. Because the plant required certain 
structural repairs and the installation of a sewer line to replace a condemned 
septic tank disposal system the lessee was allowed to expend not to exceed 
$121,000 for such improvements to make the plant tenantable, such costs to be 
deducted from rentals otherwise accruing. 

While the property is not subject to taxation, since title is in the United States, 
there is a clause in the agreement that the lessee will pay all the taxes that may 
be legally assessed against the property and/or any sums in lieu of taxes which 
may become due by act of Congress. This Administration has no present statu- 
tory authority to pay taxes or sums in lieu of taxes on this property nor to 
require the lessee to do so. 

I trust that this will give you the information you desire. The letter of Mr. 
Robert 8S. Horowitz, counsel to Manorhaven village, to you, dated April 9, 1953, 
is returned as requested. 

Sincerely yours, 
W. E. REYNOLDs, 
Commissioner of Public Buildings. 

Mrs. St. Grorae. I wonder, Mr. Hillelson, if you would like to 
speak on this proposed amendment, or would you rather wait? 

Mr. Hiiieison. At the time I was drafting this bill I thought of 
such a thing except that I thought it would increase the scope of the 
bill, and I was afraid if I included too many things in this first bill 
it would be far more objectionable to many of the agencies, or many 
of the Congressmen, but I agree with you that this is something that 
should be considered, by all means, because there is much of this 
property that would not be included in the bill, that is still owned by 
the Federal Government and leased to private enterprise. Yet the 
localities receive nothing of it. 

Can you answer one "question for me? How many of these com- 
mercial plants would be included in the provisions of H. R. 5605 that 
are in your district ? 
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Mr. DerountaNn. I have the list here. It would be about 10 to 12 
there, with a total assessed valuation of $6 million, and of course the 
taxes depend on the tax rate. I would say roughly $5 per hundred 
in my county is what the tax rate would be. 

Mrs. Sr. Groree. I noticed you had a great many in your district. 
I looked over the Congressional District list and 1 think yours tops 
them all. Mr. Becker has a great many too, but yours tops them all. 

Thank you very much. 

Mr. Reynolds, would you please present your statement now ¢ 


STATEMENT OF W. E. REYNOLDS, COMMISSIONER OF PUBLIC 
BUILDINGS, GENERAL SERVICES ADMINISTRATION 


Mr. Reynotps. Madam Chairman, the General Services Adminis- 
tration prepared a report on this measure and probably it has not 
been here long enough for the staff to study our recommendations, It 
was dated July 16. 

Briefly, we offer no objection to the bill except that we do suggest 
certain changes and amendments in connection therewith. 

We point out, as has been indicated here this morning, that this 
bill represents only a partial solution to a very difficult problem which 
has been under study for many, many years. I have studied it person- 
ally for a great many years. 

There is now pending H. R. 2092, which has in it certain provisions 
that may be considered for inclusion in this bill. 

As I understand it from the author of this bill, this is a stopgap 
measure pending the passage of such general legislation. We would 
recommend that there be some discretion left with the agencies in 
connection with the payments rather than direct taxation. We have 
always in tax matters recommended that payments be made in lieu 
of taxes rather than that the properties themselves be taxed directly. I 
think the mayor here would agree that has been the method heretofore 
in Adrian. 

Mrs. Sr. Grorce. Do you wish to answer that, Mayor Porter? 

Mayor Porrer. I believe in the case of the city of Adrian that the 
taxes have been paid on on ad valorem basis rather than an in lieu of 
taxes basis, up to 1952; or, all of the taxes that were paid on this plant 
were so considered. 

Mr. Reynotps. The specific things that we think about in connec- 
tion with the tax problem are these: We recognize that there are 
inequities in the industrial plants, and that is the subject we are dis- 
cussing today and not other types of property. We do believe that 
in justice to the taxpayers of the United States that there should be 
some leeway for determination as to the amount to be paid, depending 
upon the use of the plant, or whether it is idle or not, or whether it is 
transferred other than its original purpose, and the extent that the 
local people are involved in the fire protection and schools, and so 
forth, in connection with the plant operation. Those enter into it 
very much when we are talking about plants which were constructed 
for war purposes and are now in many cases being maintained in 
operation for that very purpose. 

I would like to read into the record one paragraph from our report 
which bears on that very question : 
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In determining the payments so to be made the agency head would be respon- 
sible for giving appropriate weight to all pertinent factors, which would include 
but not be limited to change in use of property, cessation of use thereof * * ® 
and the extent to which the local authorities provide services to local property 
or residents. 

I believe that those basic factors are being considered in the study 
of H. R. 2092, which would be the basic legislation. 

We make other minor recommendations, but I think it is not worth 
the while of the committee to take those up. 

Mrs. Sr. Grorar. No. We have them in the report. 

Mr. Reynoups. I have nothing further, Madam Chairman. 

Mrs. Sr. Grorer. Thank you very much. 

I gather you do not object to H. R. 5605, always taking for granted 
that it is stopgap legislation, which we understand it is. 

Mr. Reynotps. We have no basic objection to it. 

Mrs. Sr. Grorer. Naturally H. R. 2092, which you have referred to, 
would be very unlikely to come up at this session of Congress, as we 
understand, the way the situation stands now. So I think our pri- 
mary object is to try to pass H. R. 5605, to afford relief to these mu- 
nicipalities, such as the city of Adrian which the mayor has described 
and which I am very sure you concur in that such situation as that 
certainly must have relief. 

Mr. Reynonps. Oh, yes. 

Mrs. Sr. Georcr. And there are others. I know I looked over Mr. 
Derounian’s list in his district, because I happen to be familiar with 
that district, and I am very sure there are a great many inequities and 
serious difficulties with the population down there that have to be 
remedied, and remedied quickly. 

We certainly hope in time we will get this thing recoded and have 
it made more exact, so that it will work throughout the country in an 
equitable manner both for the Government and these localities. 

Mr. Reynowps. There is one other thing about this bill that I forgot 
to mention. That is, it is retroactive to January 1 of this year. 

Mrs. Sr. Grorce. Yes. 

Mr. ReyNotps. That would require on our part going to the Appro- 
priations Committee for a supplemental appropriation. 

Mrs. Str. Grorce. Yes. 

Mr. Reynouips. And probably time would be running against us. 
T do not know. 

Mrs. Sr. Grorce. That is very true, but we are going to expedite 
it as much as we can for you, I am sure. 

Mr. Hizreison. How much money would that come to in your own 
figures? 

Mr. Reynotps. $764,233. 

Mr. Hitierson. In other words, it would be still under $1 million 
to take care of this? 

Mr. Reynoxtps. That would be our portion of it. That is the Gen- 
eral Services Administration’s portion. The Department of Defense 
has another figure. We have an approximate figure for that, but they 
would have more specific data on that than we have. However, it 
is considerably in excess of ours. It is double what we have. 

Mrs. Sr. Grorce. Thank you very much, Mr. Reynolds. Is that 
all? 


Do you have a statement, 


Mr. Peyton ? 
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STATEMENT OF THOMAS L. PEYTON, DIRECTOR, SURPLUS REAL- 
PROPERTY DIVISION, PUBLIC BUILDINGS SERVICE, GENERAL 
SERVICES ADMINISTRATION 


Mr. Preyvron. I have just one statement I would like to add to Mr. 
Reynolds’ statement, if I may. 

Mr. Reynowps. Yes. 

Mr. Peyton. It has been our policy consistently, wherever we have 
rented these former RFC plants, to provide in the leases that the 
lessee pay taxes. We have 25 such surplus plants now where record 
title is in RFC and the lessees are paying taxes in the sum of $456,000 
in round figures. Under the present decision of the Court of Claims, 
and also the Comptroller General’s decision, this bill will fill a very 
useful purpose in enforcing or giving us the authority to enforce the 
payment or the collection of the taxes, which otherwise we would pos- 
sibly not have. 

The reason why I am mentioning this is I know of no direct in- 
stance where we have rented any of these surplus RFC plants and 
given the lessee a windfall; that is, permitted unfair competition. 
I did want to get that into the record because of the statement pre- 
viously made here. 

Mrs. Sr. Grorce. In other words, that was certainly not your in- 
tention, even though it may have happened ¢ 

Mr. Peyton. That is correct. 

Mrs. Sr. Grorce. Thank you very much. 

Mr. Hamilton and Mr. Daubney are next. 

Mr. Hamitron. Madam Chairman, may I request that Mayor Daub- 
ney be heard before me because I am in Washington and he wants to 
get back to St. Paul? 

Mrs. Sr. Grorce. Surely. 

Before the mayor testifies, I have just received a statement from 
Mrs. Harden, who, as you know, is the chairman of this subcommittee, 
of which this is merely a special subcommittee. Mrs. Harden hoped 
to be with us this morning but has been detained, and she asks that 
this statement be put in the record if we desire. 

I have not had time to read the statement, quite naturally, but I 
certainly think we do want her statement in the record. 

Mr. Hillelson, if that is all right with you we will incorporate it at 
this point in the record. 

Mr. Hitterson. Yes. 

(The statement of Mrs. Harden is as follows :) 


STATEMENT OF Hon. Cectn M. HARDEN, A REPRESENTATIVE IN CONGRESS F'ROM 
THE STATE OF INDIANA 


Madam Chairman, I am very pleased to be able to make a short statement in 
support of the bill H. R. 5605. This bill in essence says that, once the Federal 
Government consents to the local taxation of certain corporate properties, and 
local institutions become dependent upon the tax revenues, the properties will 
eontinue subject to local taxation though later transferred to other Federal 
agencies. 

We have in the United States, as William Tyler Page so aptly stated, a “sov- 
ereign Nation of many sovereign States.” The sovereign States, acting in good 
faith, have consented to the Federal Government’s acquisition within State 
boundaries of tax-free properties presumably needed in the execution of Federal 
programs. The Federal acquisitions have become so large that, added to public- 
domain properties, they constitute 24 percent of the land area of the United 
States. 
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The State of Nevada, for example, is nearly 85 percent federally owned. We 
might properly say that the Federal area of Nevada is 15 percent alienated by 
State, county, municipal, and private ownerships. We find that Utah is 71.3 
percent federally owned. Arizona, Idaho, Oregon, and Wyoming are more than 
50 percent in Federal ownership. Many other States, of course, have large 
Federal holdings. 

In addition to the tax-free land and related personalty, the Federal agencies 
own billions upon billions of dollars’ worth of tax-free personal property. The 
miiltary agencies reported last year that their capital investments amounted to 
$146 billion. All of the tax-free properties and the cost of supporting the Fed- 
eral colossus place a terrible burden on local governments. But this is not all. 
Often police, fire, sewerage, and other services are rendered for the benefit of the 
occupation agencies. 

Various schemes for making payments in lieu of taxes have been developed. 
Also, in some cases, portions of the receipts, particularly from public-domain 
land, are paid to the States and counties in lieu of taxes. We also have grant-in- 
aid programs of many kinds whereby the Federal Government assumes certain 
responsibilities that the States cannot shoulder because of lack of taxes. 

By the RFC Act of 1932, the Federal Government said that the RFC corporate 
properties would be subject to ad valorem taxes to the same extent and in the 
same manner as other property in the States and communities involved. No 
particular difficulty was encountered in operating on this basis. However, RFC 
properties, built largely for defense purposes, were transferred to other Federal 
agencies, and those agencies did not have the authority to pay taxes. This meant 
that the States, counties, and local governments, after being dependent upon 
the taxes and computing their budgets and taxation rates accordingly, found 
themselves in distress through no fault of their own. 

This seems to be a capricious position for the Federal Government to be in. 
The Federal Government says, in effect, “You may tax these properties while I 
hold them in my right hand. If I shift them, with or without notifying you, 
to my left hand, I will not consent to them being taxed.” The principle in this 
matter, as I see it, is that once the Federal Government has consented to certain 
properties being taxed for good and sufficient reasons it should continue to pay 
taxes so long as the property is in Federal ownership. It should make no 
difference if the properties are transferred among Federal agencies. 

I understand that there are some who say that this bill is not broad enough. I 
can only add that it does take care of the matter intended, namely, prevention of 
undue hardship to the local governments who have once received the tax money 
and find themselves holding the bag because of Federal transfers. 

I understand also that some say “This is merely a segment of a large and 
involved intergovernmental-relations problem. Let’s wait until a long-range 
perfect program is developed.” To this I want to state that Congress, in passing 
the bill to establish the Commission on Intergovernmental Relations, contem- 
plated that there are certain emergency and hardship cases which should be taken 
care of immediately. I cannot subscribe to the idea that we should do nothing 
until we are able to do everything. The solution of involved and intricate situa- 
tions built up through the years lies in dealing with “manageable segments” under 
a long-range and fundamental concept. I understand that there is the conten- 
tion that the imposition of taxes will cause Federal agencies to buy a tax-free 
property rather than accept transfers of taxable property. If this danger exists, 
the Budget Bureau and the Congress should deny funds for such unwarranted 
additional purchases. It is my belief that the payment of taxes will cause the 
Federal agencies to look twice before accepting transfers. There is altogether 
too much property in Federal ownership and much of it is not being used well 
or fully. A great deal of it should be sold into private ownership, where it will 
be on the taxrolls. In conclusion, we have in this bill the means to (1) take 
care of emergency, hardship cases; (2) we have a relatively small manageable 
portion of the whole problem; (3) we have a solution under a workable, sensible 
precedent; (4) we have a solution where the taxes will be paid from Federal 
account A rather than Federal account B—this means that no large amount of 
Federal appropriations will be required—(5) we have an opportunity to prove 
that the Federal Government recognizes the sovereign position of the States and 
is willing to take a live-and-let-live attitude as to tax sources. 

This is but a bite into the whole matter. Let’s take it now. It is a privilege 
and a pleasure for me to endorse this bill, first, on its own merits and, second, 
as it is an essential step in the furtherance of the overall intergovernmental- 
relations program. 

Thank you so much, Madam Chairman. 
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STATEMENT OF JOHN E. DAUBNEY, MAYOR OF THE CITY OF 
ST. PAUL, MINN. 


Mayor Dausney. Madam Chairman and members of the committee, 
my name is John E. Daubney and I am mayor of St. Paul, Minn. I am 
down here on short notice and I regret I have no formal statement to 
present to the committee, so if I appear to digress it is because I have 
no formal statement. 

This matter came to our attention through our local assessor’s office, 
and our city council prepared and presented a resolution to the com- 
mittee which I believe the committee has a copy of, and I would like 
to read it at this time: 

Whereas the City Council of the City of St. Paul is aware of the fact that 
transfer of property from a Federal agency which pays taxes, to an agency 
that does not, is a vicious and uncalled-for practice, producing the exemption 
from local taxation of the property involved ; and 

Whereas such practice has actually produced loss of local taxes in this com- 
munity: Now, therefore, be it 

Resolved by the Council of the City of St. Paul, That it hereby urges passage of 
H. R. 5605, entitled “A bill to amend the Federal Property and Administrative 
Services Act of 1949 to provide that transfers of real property from certain Gov- 
ernment corporations to other Government agencies shall not operate to remove 
such real property from local tax rolls”; and be it further 

Resolved, That copies of this resolution be forwarded directly by the office of 
the city clerk to the honorable Senators and Members of the House of Repre- 
sentatives of the United States of America from the State of Minnesota and to 
the Honorable Clare L. Hoffman, chairman of the House Committee on Govern- 
ment Operations, to which committee of the House the said bill has been referred. 

Adopted by the council July 2, 1953. 

Approved July 2, 1953. 

(Signed) JoHn E, DausNey, Mayor. 

In answer to this resolution being sent down here, I very graciously 
received an invitation to appear before this committee. 

Basically, the only argument that could be presented against this 
bill is that it might produce some additional cost of operation to the 
Government. Of course, the cost of operation to the Federal Govern- 
ment must be taken into account with the cost of operation to local 
government. Local services must be provided. All of this was very 
aptly illustrated by the mayor of Adrian. The same problem exists 
in all communities where these Federal plants are located. 

The Federal workers come in and bring their children with them. 
They must receive police and fire protection in their homes as well as 
in their plants. That means educating these children. Some of the 
needs, of course, are met by specific Federal legislation. That is par- 
ticularly so in the field of education, as was pointed out. However, 
there are many needs that are not met by this Federal action. 

It was suggested by the gentleman from the General Services Ad- 
ministration that a certain amount of discretion might be left with 
their group or another group of the Federal agency, ‘which is me rely 
an extension of the bureaucracy of the Federal Government. We 
feel very strongly in this, although this bill only affects the city of 

- ' > a . . . . ~ > . . 

St. Paul and the county of Ramsey, in which the city of St. Paul is 
a 

located, to the extent of $24,000. 

We have an example of a very serious one at our airport, the ree 
Chamberlain Airport, serving the St. Paul-Minneapolis area, with 
somewhat in excess of 1 million people, which has had a Erebtian in 
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negotiating with the Federal Government and the agencies thereof, 
spec ifically the Army and Navy. 

The Army and Navy at Wold-Chamberlain International Field 
have a small building erected there—a single h: angar. At the time it 
was erected a so-called recapture clause was put in the arrangement 
which put the building on the airport. That was included in ‘all the 
airports throughout the country that had any buildings erected 
throughout the war. 

I am not here to argue the validity of that clause, but I am here to 
illustrate the validity of negotiation. Since that was built the Army 
and Navy have been using that field ec ontinuously for their planes and 
the payment for the services to the field has been in dispute. That 
has been in dispute ever since the war ended. As yet they have not 
successfully concluded any negotiation as to how much these fees 
should be. In other words, when you negotiate with the Federal 
Government they hold the whip hand, and bureaucr: acy in its ugliest 
form becomes a very nasty word in our local vocabulary, because we 
find they just won’t pay. 

We have a formula we use for commercial planes, and a formula for 
private operators, but the Army and Navy say neither of these for- 
mulas are satisfactory. In other words, we can deal with them on 
their terms or we will get no money at ‘all. That is what happens 
when you have negotiation. 

In other words, if you have to rely on in lieu of taxes payments 

and that is to be subject to negotiation, as the gentleman from the 
Ge neral Services Administration said, then we find ourselves in the 
position of coming to Washington on our hands and knees. 

It happens that I live in a community that generally votes Demo- 
cratic. 1 don’t happen to be a Democrat, but that is immaterial. We 
find ourselves, in other words, at the present time coming to Washing- 
ton from a community that has a Democratic Congressman. He is 
a good one, I might add, but we have a Democratic Congressman and 
it is a community that gener ally votes Democratic. We might find a 
climate in W ashington that is very unhealthy. In other words, we 
would find an unfavorable attitude on the part of the people we had 
to deal with, and bureaucracy would be the controlling factor. 

For example, the Government might question our “local benefit. 
They would say, “Why do you need this and that factor?” We would 
be in the position of having to explain and justify every single piece 
of appropriation in our local budget before we could get any funds 
from the Federal Government. In other words, they would say, 
“You are not spending local money, but are spending Federal money.” 
They must concur in all of these expenditures. We would be in a 
position in spending any money from these in lieu of taxes payments 
where it would still require the local governing body to come to Wash- 
ington to get the payments. The negotiations could be protracted. 
In the case of our airport it went on for years. We have not re- 
ceived a dime from any of these agencies. 

Locally we are not dependent on them for the operation of the 
airport. If we were we would be bankrupt at the present time. 

I lay very great stress on the question of local self-government. 
As long as you have to rely on receipts from a Federal agency and 
those receipts are subject to negotiation, then you no longer have local 
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self-government. You have government by bureaucracy, and you 
have a government from W ashington operating somewhat as the gov- 
ernment has in some foreign countries whose ideologies we do not 
approve of. You have a single State government and your local gov- 
ernments are completely subservient to the National Government. 

Although in our theory of government we have complete separa- 
tion of powers, that separation would become a fiction. 

With respect to the proposed amendments to this bill, frankly, I do 
not think they would be feasible. This bill admittedly does not cover 
the whole problem, and I believe that fact is recognized by its author. 
However, he did not make it more extensive because coming as it 
does late in the session of Congress a more extensive bill would require 
prolonged hearings which might delay passage of the bill to another 
session. It is an immediate problem with which we are faced, and it 
must be recognized and faced by Congress at this session of the Con- 
gress, if you please. 

I would like to take up the problem as it affects St. Paul and Ram- 
sey County in particular, and give you an example of how it has 
worked locally. 

The property in St. Paul which would be affected is the industrial 
property located at the southeast corner of West Minnehaha and Prior 
Avenues. This plant was originally built in 1923 by the American 
Radiator Co., and the real estate and aves teak, property was on the 
local tax rolls, and paid a sizable tax for many years. It was pur- 
chased by Northwestern Aeronautical Corp. about 1940, and in Febru- 
ary 1943 was taken over by the Defense Plant Corporation, and trans- 
ferred to the United States of America in 1951, and has since been 
under the control of the Navy Department, and as such is not subject 
to ad valorem taxes, which would amount to about $24,250 a year. 
That is a very small portion of our local budget and it will not make 
us or break us one way or the other. But is an opening wedge in which 
the Government could enter the field of what was once called private 
business to such an extent that the local governments would be com- 
pletely dependent on Federal grants rather than local taxes. 

The property paid taxes until disposed of by the Defense Plant 
Corporation. No tax is now paid on the real estate and personal prop- 
erty. Only a small part of the machinery and equipment owned by 
the contract-operator is now taxed. The real estate is entered on the 
tax-exempt roll at $1,078,500. 

It is believed that there are other properties in the same category 
in Minnesota, but time has not permitted gathering any information 
about them, due to the fact that we got this information at such a late 
date. 

I would like to give you another example of how this Government 
exemption can work. We have a large creamery cooperative in the 
State of Minnesota. During the war it built a larger number of milk- 
drying plants at various loc: ations throughout the State. The products 
of these plants were assigned for Government consumption under 
military status. For this reason the creamery cooperative assigned 
their plants to the Government under a Government cor poration. set- 
up, thereby declaring them not taxable insofar as the State of Minne- 
sota is concerned. 
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In 2 instances, in 2 of these plants, the case was taken to the Minne- 
sota Supreme Court, and the local corporation received an adverse 
ruling as far as their taxability is concerned. That is presently on 
appe ‘al to the Federal courts. If they are held to be not taxable the 
State of Minnesota will lose a sizable amount of revenue from these 
and many plants built throughout the State. 

Of course, the argument can always be advanced that these corpora 
tions were built specifically for defense purposes and have a limited 
usefulness so far as civilian operation is concerned, but the fact is 
that these plants are in operation, and although the Korean emer- 
gency is still on they will continue to be in operation for many years 
tocome. We must remember that most of these corporations built for 
this purpose were given specific types of writeoffs which they were 
allowed to write off in very short periods of time. For that reason any 
advantage or disadvantage that might accrue to them by reason of the 
fact that they are primarily constructed for defense purposes would 
be remedied. So that argument is not a logical one. 

The National Assessing Association prepared a resolution that this 
organization is undoubtedly familiar with, and they use some quite 
strong language in it. I would like to quote from a portion of a speech, 
with your permission, by Mr. John H. Witherspoon, city controller of 
the city of Detroit, Mich. He made this talk to the National Associa- 
tion of Assessing Officers on September 22, 1952, at Detroit. 

He stated : 

In most States of the Union, property owned by the Federal Government, unless 
expressly made taxable by Congress, is, by State constitution or statute, exempt 
from local taxation. 

This principle, of course, is a good one. The Federal Government 
won't tax the local governing authorities and the local government 
won't tax the Federal Government. But on the other hand, if the 
Federal Government enters into the field of business, why could not 
the State governments do the saine thing? 

For example, in the State of Minnesota, the State could take title to 
the iron-ore mines. The State could mine the iron ore and sell it at 
a cheaper rate, because they would have no taxes to pay on the profits 
that would accrue to them. In other words, it is a nasty word, but 
they would have ultimately communism, which is nothing more nor 
less than Federal ownership of all properties, not using it in the sense 
of a political ideology, but in its purest sense. 

When the Government owns all of the means of business and private 
industry, then in most instances the Government ownership is nothing 
more nor less than a fiction. It is a fiction too for local corporations 
who are in business for nothing but profit, which are allowed to avoid 
some of their local taxes. For that reason they can and do put them- 
selves in a more competitive position. 

I do not believe this is ever done intentionally by the Federal agen- 
cies involved, but unintentionally it does happen and will happen, 
hes ‘ause they get a tax advantage. In addition, of course, the personal 
properties that are now subject to taxation are given ‘this writeoff 
and are given this advantage for a specific purpose, and it is one that 
they should have. 

This assessor went on to state: 


After World War II, the bright young legal lights in Washington burned the 
oil late in the Pentagon to improve the situation. It was not enough that the 
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finished and accepted product of the war contract was exempt from taxation; 
the problem was to sandbag local government into exemption of the inventory, 
the raw materials, the tools, the dies, the machinery, in fact everything that 
went into or was used to produce the finished product. Their efforts bore 
fruit—a new contract gimmick came into being—the “partial-payment clause.” 

Again lam digressing here. It has nothing to do with this bill, but 
gives an example of what can happen under similar situations. 

He gives an example here later on, and it is an example that prob- 
ably would be very applicable to this situation. He says: 

Let us assume, for the purposes of illustration, a small community with but 
1 or 2 large industrial developments. Its industry is one engaged in peace- 
time production—its real estate and personal property including raw materials, 
machinery, tools, dies, ete., is taxable and contributes the major portion of the 
revenue required to support the community. 

The two industrial developments are offered and accept defense contracts 
requiring new tools, dies, machinery, and raw materials. If the contracts con- 
tain the partial-payment clause and if the contracting officer decides to make 
a partial payment—all of the personal property will be alleged to be exempt and 
the community will be bankrupt. All of the services of government must be 
furnished to the industries but the personal-property tax base is knocked galley 
west. In our scheme of government, was it contemplated that the existence of 
units of local government was to be contingent upon the whim or caprice of a 
contracting officer of the United States? 

That question could well be directed to the contracting officer who 
wrote to Mayor Porter, I might add. If we change the language 
of personal property to real property and change the names of the 
bills I feel the same terms could very well be given to this particular 
bill. This bill, of course, is limited in its scope, as I stated before, 
and does not cover any transfers such as we had in the Creamery 
Cooperative case in Minnesota, in which the transfer is directly from 
private industry to the Government and in which they claim the tax 
exemption. But there again, if we tried to get all of the different 
potential points into one bill we will have a bill which will not only 
be unwieldy, but also in my judgment may be difficult of passage at 
this session. 

I think the Congressman, moreover, is to be congratulated on his 
use of discretion, I might say, in the preparation of this bill. Of 
course, this bill is primarily intended to cover war plants. But there 
is no reason why potentially the Government could not be one of the 
biggest landowners in the United States. I refer to landowner not 
in the sense of publicly owned domain, such as private parks and 
Federal grazing lands, and the like, but rather to rental housing 
units. 

For example, most of the construction, particularly in my State, 
and probably throughout the Union since the war, of multiple-unit- 
housing developments, has been under the auspices of the Federal 
Housing Administration, pursuant to the terms of title 608. Under 
title 608 the Federal Government did not actually go into the lend- 
ing agency business, but they did guarantee loans up to 90 percent of 
the cost. and in many instances the contractor was also the chief stock- 
holder in the building corporation. His profit in the cost of the 
plant usually constituted the other 10 percent. In other words, the 
Federal Government paid for and built these housing units, which 
were badly needed, but which nevertheless were built under Federal 
auspices. 
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Let us assume we have a slight recession under which there will not 
be high rentals, of necessity, to pay the cost of these buildings, so 
that it can be collected. The Federal Government under the Federal 
Housing Administration, and under the terms of the requirements 
of that bill, and pursuant to regulations, immediately steps into the 
field as the biggest landlord in the United States. 

Orne the Congress will not want the United States to be in 
the business of supplying rental units other than in low-cost housing 
which the Government presently is in, at least indirectly. So the 
next step will be to transfer it either to a separate Government agency, 
or sell them. Then there might be pressure to reduce the rentals on 
these units to keep them in a Federal agency. The way to reduce 
rental is by not paying local taxes. That would produce a substan- 
tial reduction in rentals and might produce a large number of votes 
and pet be politically popular. 

Mrs. Sr. Grorce. Might I say there that that question has been 
taken up a another subcommittee of this committee, on which Mr. 
Hillelson and I have both served; but of course, there is another 
problem nvelyed there. It opens up a very big vista and a very 
serious one, but it is not one that would really be directly affected by 
this bill. 

Mayor Dausnry. It would to this extent: If the Federal National 
Mortgage Association, commonly known as the Fanny Mae, which is 
listed as one of the Government corporations in this bill, gets title 
to them and then transferred them to another governmental agency, 
let us say for example a large military post nearby, and the Army and 
Navy took title to one of these large housing units and rented them 
to civilian or military personnel on the base, then they would be tax- 
exempt unless that bill were adopted. That is a very real possi- 
bility. 

Mrs. Sr. Grorcr. That could happen, undoubtedly, and this bil) 
would preclude it. 

Mayor Daupney. Yes. I gave that illustration as a potential pos- 
sibility. 

Mrs. St. Grorce. It is very interesting. I did not realize it. 

Mayor Davupney. It is not the fact that a great amount of money 
is involved, but if the different agencies of the Federal Government 
are encouraged to transfer property from one to another of the Federal 
agencies for the sole purpose of defeating local taxation, and let us 
assume they would make payments in lieu of taxes, then we are back 
at the same old question of the local agency having to come to Wash- 
ington on their hands and knees begging for something that they are 
entitled to, because these local Government corpor: ations cannot operate 
without receiving local services that are paid for by the local tax- 
payers. It might be said that the employees i in i local businesses 
are paying taxes on their homes. That is true. But take St. Paul 
as an average community. The manufacturing business pays $10 in 
taxes for every $1 in services they receive. 

On the other side of the ledger, the local housing unit, whether it is 
homestead or otherwise, pays less than $1 in taxes for every $4 in 
services it receives. So either you are going to produce greatly ac- 
celerated profit from these businesses, or on the other side of the ledger 
you are going to place an increased burden on the householder and 
on the other business of the community. 
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If that happens these other businesses who are normally in a poorer 
competitive position with respect to the exempt business than the other 
corporations they must compete with in other parts of their own State 
for the same contracts will be in a greater competitive position because 
of the tax differential. They will have to bear an increased burden due 
to the heavier tax placing them in a very poor competitive position. 

At the present time corporations are very definitely having every 
ounce of fat squeezed out of contracts, whether it be Federal or other- 
wise. Not all corporations are being transferred into Government 
ownership. So the ones who are in a tax-exempt position are in a much 
more advantageous position to bid and to get a lower bid in on these 
Government contracts than are the ones who are paying taxes, 

So we have a very unreal situation at the present time of some cor- 
porations engaged in defense business having a tax benefit to the ex- 
tent of paying no local real estate taxes, and the others who are also 
engaged in war business are paying local taxes. Clearly that cannot be 
allowed to continue. We must share the burden one way or the other. 

I feel, for example, in this Land O'Lakes situation, which would not 
be involved here in this bill—but I know from having talked to the 
State tax office that the tax assessors when they have gone to the doors 
of these businesses to attempt to assess their properties, they have been 
denied admittance. So who is to determine what the payment in lieu 
of taxes is to be if they are to be denied admittance ? 

There again you are subject to negotiation—negotiation this year 
and next year, and several years from now. When will it happen? 
Local bills must be met now. Local governments must pay interest 
on their bonded indebtedness; and indeed it is very difficult to sell 
bonds under a situation where you have a great many tax-exempt enter- 
prises, because people are interested in getting a return on their money 
and security. If you do not have security you will not have a favor- 
able interest rate on bonds, and will place local government in even a 
poorer position. 

This country is founded on the principle of local self-rule, which is 
opposed to Federal regulation. But the founders of our Constitution 
and our lawmakers—and I might add our present Congress, I am cer- 
tain, has no intention of making the Federal Government the biggest 
competitor of private industry in this country. 

Thank you very much, Madam Chairman. 

Mrs. St. GrorGe. Thank you very much for a very fine and interest- 
ing statement. 

Mr. Hillelson, are there any questions of the mayor? 

Mr. Hitzerson. No questions. 

Mrs. Sr. Grorer. I thank you. 

Mr. Hamilton. 


STATEMENT OF RANDY H. HAMILTON, DIRECTOR OF THE WASH- 
INGTON OFFICE, AMERICAN MUNICIPAL ASSOCIATION 


Mr. Hamr_ton. Madam Chairlady and gentlemen. I am Randy H. 
Hamilton, the Washington office director of the American Municipal 
Association, the national association of municipalities, with a member- 
ship of 12,000 municipalities in 43 States. I have here some resolu- 
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tions and letters which I would like to submit for the record, but 
not read at this time, in order to conserve your valuable time. May I 


submit them ¢ 

Mrs. Sr. Grorce. Without objection, the documents will be made a 
part of the record at this point. 

Mr. Hamittron. Thank you. 

(The documents referred to are as follows :) 

JULY 14, 1953. 
Hon. KATHARINE ST. GEORGE, 
240 Old House Office Building, 
Washington 25, D. C. 

On behalf of the National Association of Assessing Officers, composed of 
State and local government tax officials for every State, I respectfully urge that 
you and your cemmittee give most favorable consideration to H. R. 5605. This 
measure is badly needed to check the ever growing list of properties which ought 
to be remain taxable but enjoy immunity from local government property taxes 
solely because of Federal ownership. 

ALBERT W. NOONAN, 
Executive Director, National Association of Assessing Officers. 


JULY 16, 1953. 
Mrs. KATHARINE St. GEORGE, 
Congresswoman, 240 Old House Office Building. 
Washington, D. C. 

We are informed that a special subcommittee has been composed to hold hear- 
ings beginning July 20 on H. R. bill 5605 to amend the Federal Property Adminis- 
trative Services Act of 1949. This bill appears to stipulate that transfers of real 
property from certain Government corporations to other Government agencies 
shall not operate to remove such real property from local tax rolls. A favorable 
report of your special subcommittee and ultimate passage by the Congress is 
deemed to be important to local governmental] units in order to preserve ratables 
as presently and in the future to be asessed upon which the revenue structure of 
local units is dependent in some measure to balance annual budget appropria- 
tions. Since the Municipal Finance Officers’ Association is interested in improved 
methods of public finance you are respectfully advised that we believe that 
favorable approval of H. R. 5605 would conform to association policy. We shall 
not present witnesses at hearings on this bill. 

Respectfully submitted; thank you. 

JOSEPH F.. CLARK, 
Executive Director. 


JULY 16, 1953. 
Mrs. KATHARINE ST. GEORGE, 
Room 240, Old House Office Building, 
Washington, D. O.: 

Enactment of H. R. 5605 will eliminate serious inequity now existing taxwise 
for States and local government. Strongly urge favorable consideration. Letter 
follows. 

CHARLES F’, ConLoN, 
Executive Secretary, National Association of Tax Administrators. 


JULY 16, 1953- 


Hon. KATHARINE St. GEORGE, 
Congresswoman from New York, 
House Office Building, Washington, D. O.: 

The New Jersey State League of Municipalities heartily endorses H. R. 5605 
which provides for the amendment of the Federal Property and Administrative 
Services Act to provide that transfers of real property from certain Govern- 
ment corporations to other Government agencies shall not operate to remove 
such real property from local property-tax rolls. Urge your support of this bil] 
when it comes up for consideration. 

Respectfully, 
James J. Sirs, FE 
Executive Director, New Jersey State League of Municipalities. 
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CONFERENCE OF MAYORS AND OTHER MUNICIPAL 
OFFICIALS OF THE STATE OF NEW YORK, 
OFFICE OF THE EXECUTIVE SECRETARY, 
Albany, N. Y., July 17, 1958. 
Hon. KATHARINE ST. GEORGE, 
Room 240, New House Office Building, 
Washington, D. C.: 

The cities and villages of New York State take this means of urging favorable 
consideration of H. R. 5605 which provides that transfers of real property from 
one Federal agency to another shali not operate to remove such property from 
local tax rolls. Taxes lost by the tax-dodging practice this bill seeks to correct 
seriously affect the finances of several cities and villages in New York, all of 
which operate under strict constitutional tax limits. If permitted to continue 
more cities will be harmed as industrial properties are transferred to escape 
local taxes even though operations are continued unchanged. This bill, we 
believe, presents an opportunity to Congress to correct one aspect of the pay-in- 
lieu problem before it becomes firmly established and thus strengthen local 
finances. 

We earnestly request favorable action on the bill both in committee and on 
the floor. 

MorGan STRONG, 
Executive Secretary, New York State Conference of Mayors. 





LEAGUE OF CALIFORNIA CITIES, 
Los Angeles, June 17, 1958. 
Hon. CLare E. HoFFMAN, 
Chairman, House Committee on Government Operations, 
Room 1501, New House Office Building, Washington 25, D. C. 


DEAR CONGRESSMAN HoFFMAN: On behalf of the cities of California, we re- 
spectfully urge that you schedule hearings on H. R. 5605 by Mr. Hillelson at the 
earliest possible time in order that it may be considered by the House prior to 
adjournment. 

This bill deals with one relatively small aspect of the very large problem of 
local tax exemption of federally owned properties. While we have been urging 
the Congress for years to address itself to the larger question, we have been 
reluctantly obliged to concede that it is a problem of tremendous scope with 
many ramifications. 

Here, however, we are confronted with a problem which is not only of manage- 
able proportions but, even more importantly, here the problem to which the bill 
is addressed really represents calculated deliberate abuse of Federal tax exemp- 
tion by transferring Federal properties from one classification to another for 
the purpose of achieving exemption from local taxation. We respectfully submit 
that there is no moral or ethical difference between deliberate tax evasion by a 
Federal agency and tax evasion by a private citizen. While the amount of 
money involved in this measure is not great in our State, we hold it to be a 
matter of great importance as a matter of principle, and we therefore urge 
your favorable consideration of the request that the bill be scheduled for early 
hearing and, we trust, favorable committee and House action. 

Sincerely, 
RicHARD GRAVES, 
Executive Director. 


JuLy 16, 1953. 
Mrs. KATHARINE St. GEORGE, 
Room 240, Old House Office Building, Washington, D. C. 


Dear Mrs. St. Georce: I regret that a long-standing previous engagement pre- 
vents me from attending the hearings on H. R. 5605 to amend the Federal 
Property and Administrative Services Act of 1949 so as to provide that transfers 
of real property from one Government agency to another shall not operate to 
remove these properties from local-tax rolls. 

The National Association of Tax Administrators, an official organization 
of State tax commissioners and revenue department heads, has through its 
committee on payments in lieu of taxes maintained a great interest in this sub- 
ject, and its position is fully outlined in the report commencing on page 41 of the 
enclosure. This position is approved and endorsed by resolution No. 1 on page 
67 of the enclosure. 
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Specifically with respect to real estate held by Federal lending agencies and 
that held by the Reconstruction Finance Corporation and its subsidiaries, our 
committee not only approved the continuance of the application of local tax laws 
to these types of properties, but also recommended that Congress give favorable 
consideration to similar treatment for other real-estate holdings of the Federal 
Government, especially those of an industrial and commercial character, 

The passage of H. R. 5605 will be an important step in eliminating some of the 
revenue squeezes which now exist because federally owned property of substantial 
value, and requiring at least a normal amount of local public services, is exempt 
from State and local taxes. 

Sincerely, 
CHARLES F. CoNION, 
Executiwe Secretary. 


MuNICcIPAL FINANCE OFFICERS ASSOCIATION 
OF THE UNITED STATES AND CANADA, 
Chicago, Iil., July 16, 1958. 
Re H. R. 5606. 
Mrs. KATHARINE St. Georce, M. C., 
240 Old House Office Building, Washington 25, D. C. 

Dear Mrs. ST. GrorGeE: Enclosed is a copy of my telegram dated July 16, 1953, 
in connection with the captioned bill designed to amend the Federal Property 
and Administrative Services Act of 1949. 

The bill, No. 5606, if approved by the special subcommittee of the House, of 
which you are a member, and the Congress, provides for legislation that is 
desirable in behalf of local governmental units inasmuch as it seeks to preserve 
the present position of the taxable status of Federal Government property on 
local tax roUs. This is described in section 701 of H. R. 5606. If this bill is not 
passed the status of taxable Federal property, within the meaning of the text 
of the bill, might be placed in an uncertain status. We are confident that the 
Congress is not unmindful that the financial problems of local governmental 
units are such that the revenue structure should not be fractured by erroneous 
interpretations of Federal legislation. It would appear that H. R. 5606 makes 
clear the intent of the Congress. 

The interest of this association, technical in character, arises out of the fact 
that one of its purposes is to * * * “improve methods of public finance” * * * 
Therefore, our observation that the proposed legislation is desirable legislation 
is in keeping with association policy. It is probably not necessary to remark 
that failure to enact the proposed legislation might place local governmental 
units in a position of financial confusion so far as the taxable status of real 
property of Federal Government corporations and agencies is concerned, and is 
to be avoided. 

It may be observed, too, that this proposed legislation appears to fall in line 
with administration policy respecting intergovernmental relations which was 
the subject of a White House conference on March 31, 1953 and later reflected in 
congressional and administration attitudes by introduction and passage of S. 
1515 (Taft) and H. R. 4406 (Halleck) the purpose of which was to create a Com- 
mission on Intergovernmental Relations. Hence favorable action by your special 
subcommittee and the Congress on passage of H. R. 5606 appears to conform to 
present Federal policy. 

I hope your views anent H. R. 5606 will be regarded as respectfully advisory 
and therefore helpful to the special subcommittee in its deliberations and favor- 
able recommendation of ultimate passage by the Congress. 

This association will not present witnesses during the hearings before the 
special subcommittee beginning July 20, 1953, as it is believed the above observa- 
tions will suffice. The valuable time of your subcommittee should not be further 
exhausted. 

Respectfully submitted. 

Cordially yours, 
JosEPH F.. CLarK, 
Executive Director. 
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Crry or Kansas Crry, Mo,. 
OFFICE OF CITY MANAGER, 
Kansas City, Mo., July 16, 1953. 
Hon. JEFFREY P. HILLELSON, 
House of Representatives O fice Building, Washington, D.C. 

My DEAR CONGRESSMAN : I want to assure you that Kansas City strongly favors 
your H. R. 5605, calling for the payment of property taxes by the Federal Govern- 
ment after it acquires taxable real property. Cities throughout the country have 
favored such legislation for many years for a number of very good reasons. 
When the Government acquires valuable taxable property, such as, for example, 
the Fidelity Building at Ninth and Walnut Streets in Kansas City, which build- 
ing had an assessed valuation of $1,500,000 at the time it was sold, such property 
is no longer subject to tax assessment, and the city, the school district, and other 
tax units are deprived of that much assessable property. It unbalances budgets. 
It handicaps the various governmental units affected, because their sources of 
tax revenue are quite limited, whereas the Federal Government has much broader 
taxing powers. 

I am confident that when this bill is ready for a hearing, most of the cities of 
the United States will have representatives present to speak in its behalf, either 
through the American Municipal Association, 523 Transportation Building, or 
the National Institute of Municipal Law Officers, 730 Jackson Place, both in 
Washington, D.C. 

We are pleased that you have given your support to legislation of so con- 
structive a character. 

With kindest personal regards, I am 

Very truly yours, 
L. P. CooKINGHAM, City Manager. 


PoLticy STATEMENTS OF THE AMERICAN MUNICIPAL ASSOCIATION 
Payment to local government in lieu of taxes on Federal property 


Each year at the annual American Municipal Congress, the American Municipal 
Association conducts discussions and roundtables of municipal officials with a 
view to learning first hand of the major problems confronting local officials. 
Participants include representatives from cities of every size, from the smallest 
to the largest, from every State in the United States. These discussions are 
made specific in the form of resolutions and policy statements adopted by the 
entire congress. They are, then, an accurate and comprehensive statement of 
municipal thinking on the major local issues of the day on a nationwise scale. 
As such, they are the association’s program of action. Following are the state- 
ments on payment of local taxes on Federal real property and/or pay in lieu of 
those taxes: 

1951: Resolved, That the American Municipal Association continue to extend 
efforts to gain adequate Federal payments in lieu of taxes and to secure Federal 
payments for special assessments. 

Resolved, That the board of trustees and the executive director be and are 
hereby authorized and directed to cause legislation to be introduced in the 83d 
Congress and to propose amendments to all other legislation introduced, which 
will make effective the long-established policy of the association regarding Fed- 
eral payments in lieu of taxes on Federal tax-exempt property. 

1950: Resolved, That the executive committee and executive director of the 
American Municipal Association be and they are hereby authorized and directed 
to cause legislation to be introduced in the 82d Congress to make effective the 
long-established policy of the association regarding Federal payments in lieu of 
taxes on Federal tax-exempt property ; be it further 

Resolved, That the officers of the association be authorized and directed to seek 
cooperation and support of the National Association of County Officials, the 
organizations of schools, and other local government authorities and other in- 
terested groups. 

1949: Resolved, That the American Municipal Association at its 1949 con- 
ference reaffirm the resolution passed at its 1948 conference relative to payments 
in lieu of taxes as follows: 

The delegates and representatives of 10,150 municipalities of the American 
Municipal Association at this 26th annual conference, favor and desire the enact- 
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ment of Federal legislation authorizing the assessment and collection of local 
property taxes on Federal property or requiring the payment of annual sums in 
lieu of full taxes to municipalities by the Federal Government. 

The American Municipal Association will cooperate with other organizations 
and with the Federal Congress in formulating legislation that will remove the 
burdens from localities with tax-exempt properties. 

Within each State the organization of municipalities is urged to organize 
vigorous municipal support of such Federal legislation. 

Mr. Hamizron. This morning you are considering H. R. 5605, a bill 
whose principles have the unqualified and unanimous approval of all 
of the most reputable organizations representing State and local gov- 
ernment. The simple listing of these organizations is more ample and 
eloquent testimony for its approval than anything I can say to support 
and favor the passage of this bill. The principles of H. R. 5605 are 
supported by— 

~The American Municipal Association ; 

The National Association of Assessing Officers; 
The Federation of Tax Administrators; 

The Municipal Finance Officers Association ; 

The Institute of Municipal Law Officers; 

The United States Conference of Mayors; 

The National Association of County Officials; and 
The Council of State Governments. 

Unanimously, then, local government in the United States appears 
before your subcommittee this morning to urge favorable considera- 
tion of H. R. 5605. 

In addition, the bill’s principles are supported by Hoover Commis- 
sion recommendations which state: 

* * * every effort should be made to leave to localities and States adequate 


resources from which to raise the revenue to meet the duties and responsibilities 
of State and local governments. 


President Eisenhower has stated: 


The matter of the adequacy of fiscal resources available to the various levels 
of government to discharge their proper functions must be carefully explored. 


This statement appeared in a special message which he sent to the 
Congress some 3 months ago. 

The Republican Party platform states that there is a need for: 

* * * reallocation of fields of taxation between Federal, State, and municipal 
governments so as to allow greater fiscal freedom to the States and municipali- 
ties * * * to meet their obligations more efficiently. 

Former President Harry S. Truman made similar statements while 
in office, and the Democratic platform echoes the sentiments. 

Mr. Hillelson is to be commended for introducing a bill, so shortly 
after his election to the Congress, which can command such unani- 
mous nationwide approval and support. The reason for this approval 
is easily understood. One of the great maxims of American govern- 
mental relationships was laid down by Chief Justice Marshall of the 
United States Supreme Court when he paraphrased a monumental 
speech of Daniel Webster in saying: “The power to tax is the power 
to destroy.” If this be true, and it is, then surely it is also true that the 
lack of power to tax, or the power to prevent taxation, is also the 
power to destroy. 

Any study of the loss of local tax revenues through Federal real- 
estate acquisitions reveals that tax exemptions, improperly applied, 
are a serious threat to local self-government in the United States. 
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The rapidly growing amount of federally owned real estate has 
reached the point, in some instances, where it threatens the financial 
integrity, if not the very existence, of local governmental units. The 
transfer of property from a Federal agency which pays taxes to one 
that does not, which has been a part of this movement, has had a 
serious impact on revenue from general property taxes in literally 
hundreds of units of local government in dozens of States. 

Now, we all know that taking property from local tax rolls does 
not lessen the need of nor demand for local government services. Al] 
it does is weaken the tax resources from which those services are sup- 
plied. I won’t bore you with a listing of those services or a repetition 
of what they are. You are all familiar with them. You wouldn't do 
without them. Indeed, life in our urbanized, industrialized country 
is inconccivable without them. This is particularly true with refer- 
ence to industrial properties. No sane industrialist. would construct 
a multimillion dollar plant without first determining that fire and 
police protection are available—usually from municipal sources. No 
thinking and conscientious parent who works in such a plant would 
want to be where there are no schools, health facilities, and municipal 
services for the home. No personnel manager would hire people to 
work in such a plant without first determining that there were ade- 
quate streets and roads upon which his employees could be trans- 
ported to work. We now find that the more progressive industria] 
plant managers are demanding higher and higher levels of police 
and traffic engineering services in order to insure smooth ingress and 
egress to the plant. 

These services cost money. For the most part the services are per 
formed by local government. The major tax resource of local govern- 
ment is the tax on real property. If we are deprived of legitimate tax 
resources then local government either fails to provide the services, 
imperils its financial integrity, or turns to the Federal Government 
for financial aid. I submit that the problem is basically that simple. 

H. R. 5605 will preclude the taking of industrial-type property of 
the type under discussion by this subcommittee from local tax rolls. 
It will act so that interagency transfers will not result in the re 
moval of the property from the local tax rolls. Thus H. R. 5605 deals 
with one aspect of the very large problem of local tax exemption of 
federally owned properties. The bill is a solution to a problem of 
manage: able proportions. It is, however, a matter of very great and 
major principle. 

Being specific, I should like to point out that this is no isolated 
problem. I have here a partial listing of these transfers during the 
time which is within the purview of H. R. 5605. It covers some 75 
cases in 30 States. For instance, in New York it reveals that some 
of these transfers included: An ALCOA transfer in Maspeth, Long 
Island, resulting in a local tax loss of $150,245 per year; an AMCO 
Magnesium Co. transfer in Wingdale, Long Island, resulting in a 
local tax loss of $36,410 per year; a Columbia Aircraft egoty in 
Valley Stream, Long Island, resulting in a local tax loss of $1,950 per 
year; a Curtiss-W right transfer in Kenmore resulting in a local tax 
loss of $49,968 per year; a General Motors transfer in Tonowanda 
resulting in a local tax loss of $74,040 per year; a Grumman Aviation 
transfer in Port Washington resulting in a local tax loss of $18,26° 
per year; a Mergenthaler ‘Linotype Co. transfer in Brooklyn resulting 
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in a local tax loss of $50,020; and a Symington-Gould transfer 
Rochester resulting in a local tax loss of $41,436 per year. 

In Missouri we find the aaa ing representative transfers: A Scul- 
ler Steel Co. transfer in Louis resulting in a local tax loss of 
$42,599 per year; a Me Places ll Aircraft transfer in St. Louis result- 
ing in a loc al tax loss of $20,224 per year; and in Kansas City a Pratt 
& Whitne »y transfer resulting in a local tax loss of $191,110. 

In Texas » Dow C — . transfer in Freeport 1 a in a local 
tax loss of $123,000 per year; a Dow Magnesium Co. transfer in 
Velasco resulted in a tax con for that little community of $54 ,600 per 
year; Fort Worth lost $2,473 per year as a result of a Globe Aircraft 
transfer; and in Houston a Hughes Tool Co. transfer results in a 
yearly tax loss of $2,854 per year. 

These itemizations are not exhaustive. They are only typical. I 
am submitting the entire list for the record, with the request that it 
be made a part of it. 

For the reasons shown during this testimony and brought out by 
the witnesses who have preceded me, the American Municipal Asso- 
ciation on behalf of its 12,000 member cities in 43 States urges your 
favorable consideration of H. R. 5605. 

Thank you. I shall be glad to try to answer any questions you 
may have. 

We should like to speak for a moment to the amendments offered 
by the General Services Administration to the bill, if we may. The 
proposal put forward by the General Services Administration re- 
quests that some discretion be left with the agency in determining 
local taxes. I submit the taxes are not arbitratable. They are not 
negotiable. Taxes are taxes. They are paid in kind and in full 
according to an assessed valuation. They are not something you can 
negotiate or haggle over. 

The reason why Mr. Reynolds suggested that discretion be left with 
the agency, as I understood his testimony, was that there should be 
some leeway to determine the usage of the plant; whether the plant 
is idle or not, and whether there are decent services of local govern- 
ment being applied to that plant, and how much is local government 
giving that plant. 

I submit that an investigation of that nature into the service level 
of local government is a great step forward in this country to the 
destruction of local government. Whenever a Federal agency comes 
in and says, “Let us look over your budget and let us look over your 
service level to determine just how good a job you are doing for this 
plant.” Woe betide the Federal Government agency that woud come 
into my office to say that. I feel it is, Madam Chairman, a grave dan- 
ger to local government. 

Therefore, we would object to the amendment offered by the Gen- 
eral Services Administration of providing for negotiation of local 
taxes, or for leaving within the discretion of the “General Services 
Administration, or any other Federal agency, or State agency, the 
discretion to determine whether or not local government budgets and 
local government services satisfy the bureaucrat. For that reason 
we oppose that amendment. 

I have nothing further to say, Madam Chairman. With your per- 
mission will insert several communications into the record. 

Mrs. Sr. Grorar. Please do. We want to have the record as com- 
plete as sonsibiie: 
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We thank you for your statement. 

Do you have anything to ask the witness, Mr. Hillelson ? 

Mr. Hitiexson. I have nothing. 

Mrs. Sr. Grorcr. I might add, Mr. Hamilton, I do not see how it 
would be possible to amend this bill at this time. I think the bill 
has to be accepted as written, and it has to be accepted as it is, or not 
taken at all. I feel very sure you probably agree with that. 

Mr. Hamintron. Yes, Madam Chairman. 

Mrs. Sr. Grorce. I can see where some amendments might be desir- 
able, and some others less so, but in any case, I do not see where we have 
the time or where it is possible to do that. 

Mr. Hamiron. We have been reluctantly forced to that conclusion. 
We have been fighting, as Mr. Hillelson and you know, for many years, 
but we consider this bill to be a positive step in the right direction. 

Mrs. Sr. Grorer. And one which is possible of passage, which is a 
very important ste p in any direction. 

Mr. Hammon. Yes. It is easily understandable to the average 
overworked Congressman. 

Thank you. 

Mrs. St. Grorce. Is Mr. Seegmiller here ? 


STATEMENT OF KEITH L. SEEGMILLER, SECRETARY-TREASURER 
OF THE NATIONAL ASSOCIATION OF COUNTY OFFICIALS 


Mr. SeecMiturr. My name is Keith L. Seegmiller. I am secretary- 
treasurer of the National Association of County Officials. 

Madam Chairman, I had expected to make a statement tomorrow, 
but I would just as well do it today. 

Mrs. Sr. GrorGe. If you would prefer to come back tomorrow, that 
would be perfectly all right. We have to meet tomorrow anyway. 

Mr. Seremitier. If the committee would care to take 10 minutes of 
their or I would just as soon do it now. 

Mrs. Sr. GrorGe. That is perfectly all right. We are willing and 
glad to ~ ar you. 

Mr. Seremiteer. I had not planned on making a formal statement in 
any event, and I shall try to make orally such statement as the associa- 
tion has. 

I am secretary-treasurer of the National Association of County 
Officials, as I said, and speak for that organization here. ‘This associa- 
tion is a membership organization of some 6,500 county commissioners 
in most of the counties of the United States, and some in all of the 
States of the United States. 

I would like to accomplish one thing primarily in the statement I 
make today. I would like to leave with this committee a very deep 
and lasting i impression that this matter of tax-exemption of Federal 
real property 1s a serious matter to county people. The statement of 
that is almost trite I know. But still I find so many people including 
Members of Congress who know it intellectually but who do not know 
it emotionally, and do not appreciate it. 

I would like to leave at least that impression with you today. 

We have been working in our organization 9 years to my knowledge 
on this subject of getting some relief to the local ts \xing agencies from 
the Federal tax- -exemption on real property. I have been with the 
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Association that long. It was working on it, that is, the association 
was, before I became connected with it. 

During those 9 years we have been before many congressional com- 
mittees, and we have talked to liter ‘ally hundreds of Members of Con- 
gress. I have not yet heard any Member of Congress personally, in his 
office, or in committee, or otherwise, offer objection to the principle of 
this thing. 

With such a favorable climate it seems somewhat astounding that 
we have made no—little progress— I won't say no. There have been 
some acts passed that helped the situation a little. 

I believe there are two reasons for this: One is that the matter 
somewhat complicated. We all admit that. The other is that tees 
has been, as I suggested a moment ago, I believe, a failure to attain a 
full appreciation ‘of the seriousness of this problem to local govern- 
ment. 

On the first, the matter of the complicated nature of it, there is very 
little to say. It is complicated, but the fact that the problem is com- 
plicated is no justification for destroying local government, I suppose. 
Neither is it a very complete justification for failure of congressional 
action, because Congress has tackled and solved other problems that 
were complicated, and I have no doubt they can tackle and solve this 
one. That much for complication. We admit it, but we do not think 
it is much of an answer to us when we are in very desperate and 
painful straits out in the county courthouses. 

On the importance of it and the seriousness of it—and I apologize 
to some extent for saying this because it is trite—it is a very serious 
problem. I repeat it because I have found that many people who will 
pay lip service to it are surprised when they find some of the facts 
that show how serious it actually is. 

This is quite true in administrative agencies. I have talked to 
hundreds of people in administrative agencies ; some of them formally, 
at formal meetings, and some of them personally, across their desks, 
and some of them privately, whom I know socially, and know them 
well. 

They are amazed to know sometimes just how serious it is. To illus- 
trate with just one illustration, I had met for a number of sessions 
with the President’s Council of Economic Advisers several years past. 
We had discused this problem many times. At the last meeting with 
that group, in December 1952, one of the permanent staff members was 
greatly surprised when I told him that at least one third of the coun- 
ties in the United States were seriously affected by this problem. Of 
course, every county has the problem to a limited extent—a very 
limited and negligible extent. If it only constitutes a small part of 
the taxation. That does not make much difference. But I think my 
estimate of a third of the counties very seriously affected by sub- 
stantial tax-exemptions is not extravagant. 

Unfortunately, we do not have exact figures on that. The Govern- 
ment itself does not have exact figures. No one can tell us how much 
property and the value of it, and so forth. But I think that estimate 
of a third is conservative. 

Possibly I could give you a better picture by this illustration, 
Madam Chairman and members of the committee. I wonder what 
Congress would do, in its desperate struggle to make financial ends 
meet, that it is in now and has been in for some time, if there should 
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come some uncontrollable power from the outside and remove from 
your control and your use as much as 20 percent of the existing usable 
tax revenue resources ¢ 

Twenty percent is not wholly unrealistic. That is the extreme situa- 
tion, but a number of times at least a few counties in the United States 
have had as much as 20 percent of their taxable real estate taken off the 
tax rolls by Federal acquisition in one swoop. That is the extreme 
I will admit. Somewhere nearer 10 percent would be near the average. 
Frequently, of course, it is much less. 

However, that would pose a very serious problem to this Congress, I 
have no doubt, if in trying to solve their present financial problems, 
they should have that percentage of their tax resources taken from 
them. 

But we might complicate it just a little bit, if that is not enough for 
Congress. Let us have it taken off after the fiscal year started and the 
commitments are made. Then, to complicate it just a little bit more, 
and make the problem really serious, let us add very substantially to 
the taxation, that does not make much difference. But I think my 
picture as we see it from the county courthouses. That is what is 
happening to us. 

To get right back to the county courthouse and what it looks to us, 
it is about like this: We are not asking the Federal Government for 
anything positively. We are not asking for money. This is not a 
Federal grant-in-aid. We don’t want any assistance to our local 
government. 

It seems to us you have reached out from Washington to the county 
courthouses and taken a very secure grasp on our throats, and started 
to squeeze. And all we are saying is, “Please, kind sir, take your 
hands off our throats. You are choking us to death.” That is the 
way it looks to us. As I mentioned a moment ago you come back and 
say, “That is too bad. It isa complicated problem and we can do noth- 
ing about it.” It does not help our breathing very much. 

I believe I am not exaggerating when I use that illustration, Madam 
Chairman. That is the way it looks to us. You are literally choking 
us to death at the local level. That is how serious it is. 

Just a word on the bill immediately before the committee. We have 
endorsed this bill quite enthusiastically, not because it grants any- 
where near what we think we need for adequate relief, but because it 
is a very positive step in the right direction. I would hope, as the 
chairman stated a moment ago, that no attempt will be made to 
amend this bill. My impulse would be to say, “Let us bring in a few 
more properties. We would like them in it.” But, that would not 
pass this Congress if we did. Therefore, we would not get anything. 
This bill, it seems to us, covers a well-defined, sensible, noncomplicated 
segment of the whole problem. It will grant very substantial relief 
to our local governments, although far from what we think we should 
have. 

This bill is not controversial, I would suppose, because it would 
simply continue in taxation property which has by corporate agency 
already been owned by the Government anyway. 

For that reason I would hope the committee would not attempt to 
amend it, and the bill would go through as presently worded, to grant 
us some relief now. It will not do us any good next year or 10 years 
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from now. I won’t attempt to give any facts or figures. They are 
before you in other documents. That is the message I wanted to 
leave. Thank you. 

Mrs. Sr. Grorce. Thank you very much. It was excellent testi- 
mony. I think you would possibly agree with the statement we re- 
ceived from the Bureau of the Budget in which they say at the end, 
after analyzing the bill at some length: 

The Bureau of the Budget would recommend that steps be taken at the same 
time to assure the preparation of a more systematic and adequate set of recom- 
mendations as a basis for a permanent policy to be applied upon expiration of 
the temporary measure. 

Mr. Srecmitter. Yes. Indeed we would. 

Mrs. Srv. Groree. I think that also is your feeling, Mr. Hillelson. 

Mr. Hutxetson. That is right. 

Mrs. St. Grorce. And that is why you introduced the bill in its 
present form. 

Mr. Hietson. It was my honest hope that this proposed Commit- 
tee on Intergovernmental Relations—I am not sure actually that the 
bill has passed—but it is my hope that they will include this problem 
and many others in their studies. 

Mrs. Sr. Grorce. Yes; and you are giving them until 1955 to get 
it worked out. 

Mr. Hitietson. Yes. Which should be sufficient time for any com- 
mission. 

Mr. Srremitter. As members of the committee know, we have been 
supporting the other bill, which we hope will have more permanent 
and far-reaching effects, but from now to 1955 we are in desperate 
straits, and we need some help. 

Mrs. Sr. Grorcr. Yes. Thank you. Mr. Knott, would you care to 
testify at this time? 


STATEMENT OF LAWSON B. KNOTT, JR., CORPS OF ENGINEERS, 
REPRESENTING THE DEPARTMENT OF DEFENSE 


Mr. Knorr. This is the situation, Madam Chairman. 

Mrs. Sr. GrorGe. 1f you have a fairly brief statement I think we 
could hear it. 

Mr. Knorr. I regret that the Department of Defense has been un- 
able to supply you with the full report. I had high hopes, however, 
that during the course of the meeting this morning a letter which I 
understood had been prepared for signature, and was by way of an 
interim report, would be delivered. 

Apparently that has not been done. Perhaps if you are going to 
continue hearings tomorrow we could wait until that time. 

Mrs. Sr. Grorer. All right. I think that will be perfectly suitable. 
We are going to have hearings at 10 o’clock tomorrow morning and 
we will be able, probably, to have received the letter by then and 
discuss it at that time. 

Mr. Knorr. Yes. 

Mayor Davupney. May I have one point clarified? It is my under- 
standing the second gentleman from the General Services Adminis- 
tration spoke and said that the leases under which these corporations 
are operating under Government ownership have in them a clause 
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which will provide the lessee, the private corporation is to’pay any 
taxes that are assessed. So what obligation if any would the Federal 
Government assume by reason of the “fact of the passage of this bill ¢ 
In other words, wouldn’t the private corporation assume these taxes; 
and what would the obligation be under the General Services Ad- 
ministration or any other “governmental agency ¢ 

Mr. Pryron. I will be glad to answer it, Madam Chairman. ‘These 
plants came to War Assets and General Services Administration from 
RFC. Originally they were leased by RFC to wartime contractors 
with the provision in the leases that the lessees pay the taxes. We have 
25 of those surplus plants still in our surplus inventory. Record title 
is still in RFC, never having been transferred to the Federal 
Government. 

All of those leases provide that the lessees pay State and local taxes. 
aoa wherever a surplus plant has been transferred, that is, the title 

ransferred out of RIC, to the Federal Government, and the property 
Prot that point on appears in the record name of the Federal Govern- 
ment, taxes have ceased since the Federal Government itself is not 
liable for real estate taxes to State and local governments. 

Among the cases that have been mentioned here this morning—and 
I refer to the property known as the Bohn Aluminum & Brass Corp. 
plant at Adrian, Mich.—that property was permitted to the Depart- 
ment of Defense and, therefore, taxes ceased when we permitted the 
property to the Department of Defense and the Comptroller General 
ruled against payment. 

There are a number of plants formerly in our surplus inventory 
where title was actually transferred to the United States of America 
out of RFC and jurisdiction taken by the Department of Defense. 
Mr. Reynolds touched on that this morning. I would prefer to let 
the Department of Defense furnish the committee with the number 
and last amount of taxes that was paid prior to the transfer of title 
from the RFC to the United States. That is the main category, really 
that is in question here. 

It is the number of plants in the custody of the Department of 
Defense and the amount of annual taxes, where record title has ac- 
tually been transferred to the United St: tes of Americ: 

There is no useful purpose to be gained by going back over merits 
of the Sedgwick County case, or going back over the Comptroller 
General’s opinion. The point here is, if I may be permitted to say so, 
that we have to operate according to the existing law. It is not a 
question of what we would like to ) do, but what we can do. 

We welcome a change as provided in this bill, as we have indicated. 
But at the same time, we want to say that, in the administration of 
our act, we have done everything we could to preserve the competitive 
position of lessees by charging taxes so that they would not get a 
windfall by comparison with their competitors. 

I know of no instance where that has not been done, and where the 
taxes have not been paid up to the time the record title has been trans- 
ferred to the United States. 

Mrs. St. Grorer, Does that answer your question, Mayor Daubney ? 

Mayor Dausnry. I believe so. One other question. If that is 
true—if your present rentals include what would amount to local 
taxes—then I take it you would have no obligation in this bill because 
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it would be a matter of transferring money from one pocket to the 
other, with the Federal Government taking money of the corporation 
to give to the local government. 

Mr. Perron. Of the 25 surplus plants in the inventory, record title 
to which are in RFC, the lessees are paying the taxes directly. We 
are not paying sums in lieu of taxes. 

Mayor Davusnry. I am referring to the ones that would be affected 
by this bill. 

Mr. Reynoips. Could I answer that ? 

Mrs. Sr. George. Certainly, Mr. Reynolds. 

Mr. Reynowps. In those cases where GSA holds plants in the name 
of the United States the amount of the lease that we give includes 
what a private entrepreneur would have to pay for a plant that was 
owned by another private entrepreneur. That includes an amount for 
taxes which is not transferred to the local government. It comes to 
the Federal Government. And we do not object, and welcome the 
authority to make the payment of that portion of the lease that we 
segregated in the lease to us—to make that payment to the local taxing 
bodies. Does that answer your question ? 

Mayor Davcpsney. Well, no. Not to this extent. I cannot determine 
how you intend to make that payment. In other words, are you going 
to let the local assessors determine the valuation and make an assess- 
ment and then you will make that payment directly as a tax, or do 
you wish to preserve this power of arbitration, and negotiation, and 
what not. 

Mr. Reyno ps. I would like to speak to that question again because 
it is really fundamental and I know there has been a great deal of 
argument over the years since payment in lieu of taxes goes back to 
the Lanham Act, and other acts of Congress. 

The recommendation I made this morning is the recommendation 
usually arrived at by people who are tax experts and who have studied 
the question. 

It is our job here in the Federal Government to protect the tax- 
payers of the United States to the extent we can. We can well see in 
the group of war plants, and that is what we are talking about here 
this morning, that there may come a time when there will be no use 
for them as war plants. We hope they can be sold and gotten out of 
the way. 

In the event they are not sold they will be standing idle. In that 

case I can well understand how a city could probably get a windfall 
of say $100,000, and provide no service whatsoever. Should my sister, 
who is the wife of a farmer in Iowa, have to help pay that $100,000? 
That is the point I am trying to get across, 

So I think there must be some consideration in legislation, when 
it is bearing upon a particular type of operation such as we are talking 
about here, that there will be some freedom of discussion as to the 
amount to be paid. 

We are not talking about whether the fire department is an efficient 
one; and no one proposes to go in and check the books as indicated this 
morning, and all that sort of thing. That is not the point. The fun- 
damental question is, Shall the Government, regardless of the use of 
the plant itself, whether it is idle, whether it is half in use, or fully 
in use, pay exactly the same amount each year that it would if the 
plant were in full use. 
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My testimony this morning was that we would sit down and talk the 
thing out as to how much the payment should be. Your position is 
that there be no discussion whatever, that the local taxing people 
would tell the Federal Government what it would pay. 

Mr. Hitierson. Is that meant to be on the basis of what other people 
are paying? The regular tax assessment ¢ 

Mrs. Sr. George. Mr. Reynolds, the average citizen after all has to 
pay on his assessed valuation made by the local people, and can go no 
further. 

Mr. Reynowbs. He has a run for his money, though. 

Mrs. St. Grorce. Very little. 

Mr. Hamiton. In regard to your sister’s tax status, there are two 
bodies of taxpayers, local and Federal. 

Mr. Rernotps. She has to help pay the local taxes and the Federal 
income taxes. We are interested in all of the taxpayers. We are not 
interested in the taxpayers of a local community except that we believe 
where the Federal Government is causing an additional expense to 
the local community it should be paying for. I don’t think there is any 
question about that. 

Mrs. Sr. Grorer. I think we all mean to be fair, and I think all of 
the testimony points to that too. But the question is, after all you 
have to determine who is going to pay what the local community 
needs in the way of taxes to run ‘these facilities. It seems to me that 
the local boards and local assessors who do it for everyone else are 
also the ones who should do it for the Federal Government. 

I would not feel very comfortable myself if I found in my com- 
munity there was a plant being assessed by some Federal agency when 
I myself am being assessed by the local assessor and am paying a 
different rate. You come into all sorts of complications if you are 
going to do that. 

Of course, again, as we all know the Federal Government is beyond 
any redress. There is nothing you can do. You have to take it and 
like it. 

Mr. Reynotps. We are opening up a very broad field of discussion 
here. 

Mrs. Sr. Grorce. Of course we are. 

Mr. Reynoips. What I am discussing here is some of the things that 
the groups that have been working on this major bill have been trying 
to resolve, and we are touching the high spots here and getting a bit 
emotional about it. 

Mrs. Str. Grorar. As a matter of fact, as we told you before, this is 
only a temporary measure, and you know that also. 

Mr. Reynoxps. Yes. 

Mrs. St. Grorer. And it is probably not going far enough in any 
direction. 

Mr. Reynoups. No. We would prefer.to have it go much further, 
because we have all types of properties and are getting involved in 
all types of problems in connection with them. Of course, we have 
the post offices and the courthouses, and others. 

Mrs. Sr. Grorce. And the military installations, and schools. 

Mr. Reynonps. Yes. 

Mr. Hitvetson. It was never my intention to include post offices, 
or anything of that nature. 
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Mr. Reynotps. No. I understand that. This is off the record. 

(Discussion off the record.) 

Mrs. St. Georce. We hope that will be done by 1955. 

Mr. Reynotps. I hope you can before that. I don’t know why we 
should wait that long. 

Mrs. Sr. Grorce. I think we will adjourn until tomorrow at 10 
o'clock. Thank you all very much for being here. 

(Whereupon, at 12:30 p. m., the subcommittee adjourned until 10 
a.m. the following day, Tuesday, July 21, 1953.) 








AMENDMENTS TO THE GENERAL PROPERTY AND AD- 
MINISTRATIVE SERVICES ACT OF 1949 AS AMENDED 


(Transfers of Real Property) 


TUESDAY, JULY 21, 1953 


House or REPRESENTATIVES, 
SpreciAL SuBCcOMMITTEE ON H. R. 5605 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The special subcommittee met, pursuant to adjournment, at 10: 15 
a. m., in room 1501, New House Office Building, Hon. Katharine St. 
George, chairman of the special subcommittee, presiding. 

Present: Representatives Katharine St. George, Jeffrey P. Hillel- 
son, and Frank Ikard. 

Also present: Clyde W. Smith, counsel. 

Mrs. St. Grorce. The subcommittee will please come to order. 

Mr. Hillelson I know will be here in a minute, so we will continue 
our hearings on H. R. 5605. 

First of all, Mr. Peyton, I believe you wanted to make a brief 
statement that was not covered yesterday. 


FURTHER STATEMENT OF THOMAS L. PEYTON, DIRECTOR, SURPLUS 
REAL PROPERTY DIVISION, PUBLIC BUILDINGS SERVICE, GEN- 
ERAL SERVICES ADMINISTRATION 


Mr. Preyron. Madam Chairman, I would like to try to bring this 
plant picture in a little better focus by giving the committee a few 
additional facts. 

Since the end of World War II the General Services Administra- 
tion and one of its predecessor agencies have made a total of 1,158 
plant sales. They represented original Government cost of $4,253,- 
300,000. Of that total, 1,068 plants were sold to private industry and 
are now back on the tax rolls. They adiacaied a Government cost 
of $3,741,500,000. 

There were 75 plants transferred to Federal agencies and title is 
now in the United States Government. They had an acquisition cost 
of $495,900,000. Fifteen plants were transferred to States or their 
instrumentalities for research or other purposes, at discounts ranging 
up to 100 percent. These 15 plants had an original cost of $15,900,000. 

I appreciate this opportunity of giving the committee the whole 
plant picture, because I think it does show that we have attempted to 
pursue a consistent policy of selling these plants wherever we could. 
The only reason why all of them have not been sold is because there 
has been a Federal need, and under various laws authorized by Con- 
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gress certain plants have been transfererd to the ownership of the 
Federal Government. 

I noticed in looking over the literature on the committee table that 
there is not a copy of Public Law 883 of the 80th Congress, which is 
the National Industrial Reserve Act of 1948. I think some of the 
witnesses might want to get a copy of that law, because our records 
indicate that the greatest number of transfers of property to the 
Federal Government have taken place under the provisions of that act. 

If I might briefly describe the processes involved: As soon as a plant 
becomes excess to the needs of either a Government corporation or the 
Federal Government itself, it is first submitted to the Munitions Board 
to see whether in its determination there is a mobilization requirement 
for the property. If the Board determines that there is such a require- 
ment the General Services Administration is required to offer that 
property for sale subject to the recapture provisions and other con- 
ditions of use described in this public law. If we are unable to obtain 
a purchaser who is willing to abide by those conditions and we have 
exhausted all negotiating efforts to perfect such a sale, then it is our 
duty to report those facts to the Munitions Board and ask it either 
to modify the clause to meet the offer of the prospective purchaser or 
withdraw it entirely, if the prospective purchaser insists. 

If the Munitions Board holds to it’s first determination and we find 
that the plant is not salable under the conditions imposed, then title 
is transferred to the United States and it is placed in the National 
Industrial Reserve, in the custody of the General Services Administra- 
tion, for either layaway or standby maintenance, and it can be rented 
subject to those conditions. 

Yesterday I gave the committee a list of plants owned by the United 
States that were in the custody of the General Services Administra- 
tion and I want to mention the fact that of the 29 plants so listed, 25 
are in that custodial reserve, placed there at the direction of the De- 
partment of Defense, and either maintained by us in standby or rented 
temporarily to relieve the Government of the maintenance cost. 

I think those are pertinent facts I wanted to bring to the committee’s 
attention this morning, and I hope it will be helpful in looking at the 
overall picture. 

Mrs. St. Grorer. Mr. Peyton, there is only one thing that I do not 
quite understand. 

Mr. Peyton. Yes. 

Mrs. St. Grorcr. That is, when these plants have been sold or dis- 
posed of by the Government, as evidently happened in the case of this 
particular plant we were talking about yesterday, at Adrian, at a later 
date the Government would write the municipality and inform them 
that that plant was no longer liable for taxes. That is the thing I 
think we are all quite naturally worried about, because it puts these 
municipalities, especially the small ones, in an impossible situation, as 
vou can well see, from a housekeeping angle. If they make up their 
budget and suddenly in the middle of the year, let us say in 6 months, 
a third of the taxes are cut off by the Government, then—— 

Mr. Peyton. Let me explain what happened at Adrian, because it 
may be that there has been a little misunderstanding. 

Mrs. St. Groree. Yes. 1 wish you would. 
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Mr. Peyton. The plant at Adrian was leased to Bohn Aluminum 
& Brass Co. They were producing 100 percent for the Air Forces. 
The Air Forces came to us and said— 

In view of the fact the entire production of this plant is being paid for by the 
Air Force, we are going to ask Congress to authorize the transfer of this plant to 
the Department of Defense, and pending the approval of such legislation we 
request that you give us a permit of occupancy and control, since the occupant 
is our prime contractor. 

Acting on that request, we granted the permit to the Air Force. 
It is under the Air Force custody and control at the present time. 
Upon being granted that permit the Air Force canceled the rental 
agreement w ith the company and entered into, in leu of the rental 
agreement, a facilities contract, which is a housekeeping contract, so 
to speak. 

So the Air Force has two contracts today with Bohn. One is a 
facilities contract and the other is a cost-plus-a-fixed-fee contract for 
production. The plant has never been sold, Mrs. St. George. 

Mrs. Sr. Grorer. No, but you still get my meaning, that the hard- 
ship on the municipality is nonetheless great. 

Mr. Perron. That i ‘ right. We do not question the purpose of the 
proposed legislation. I do want to explain, however, that the reason 
why Adrian was notified that it could not receive taxes was due to 
the Comptroller General’s directive to the Air Force that it was 
not authorized to pay taxes, in view of the Sedgwick County case, 
plus the Comptroller's own determination. That was the reason why 
that city was notified of the fact. that the Air Force could not, under 
the Comptroller General’s directive, pay taxes in the future. 

Mr. Hitierson. If the compay operating the plant, for example, 
if taxes had to be paid on property to the local taxing authorities, 
where would the money come from? Would it come out of rental 
from those who leased the building, or would it have to be just addi- 
tional apropriations on our part ? 

Mr. Peyron. Let us take it both ways. If your legislation is passed 
then the payments of taxes would have to come from the Department 
of Defense. There is no rental agreement with the company under 
the existing circumstances. It is purely a facilities contract. 

Mr. Hitie son. May I ask a question again then? Why isn’t there 
an agreement on a rental basis? 

Mr. Peyton. I was explaining that, I believe, just before. 

Mr. Huz1etson. I am sorry I interrupted. 

Mr. Peyton. Just before — came in. Briefly, the situation, Mr. 
Hillelson, is this: We had a lease agreement with the Bohn Co. 
Under that agreement they paid us a net rental, and in addition 
thereto the company paid the State and local real estate tax. The 
Air Force came to us sometime after the Korean war started with 
the explanation that that plant was being used 100 percent for defense 
work; that the company was a prime contractor of the Air Force; and, 
therefore, that they wanted to take over the plant and were going to 
introduce legislation to authorize the transfer from the General 
Services Administration to the Department of Defense, without an 
exchange of funds. 

In the interim period, pending the passage of legislation, they re- 
quested that we issue a permit of occupancy and transfer custody and 
accountability, which was done. 
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Thereafter the Air Force canceled the lease with the Bohn Co. and 
entered into a facilities contract with that company, plus, of course, 
their cost-plus-a-fixed-fee contract for the end product. So at the 
present time the Air Force has two contracts in effect with Bohn. 
One is a facilities contract for the management of the Government 
plant, and the other is a cost-plus-tixed-fee contract for the production 
of the end product. 

Mr. Hinierson. In other words, the Federal Government would 
pay the taxes, no matter how you look at it. Is that right? 

Mr. Peyton. Under your bill the Federal Government would pay 
those taxes 

Mr. Hitxietson. There is no other way that anyone else could pay 
for the taxes? 

Mr. Peyton. No. Not with the facilities contract, because that is 
just a housekeeping contract. It is not a lease. 

Mrs. Sr. Grorar. So, in other words, the Federal Government would 
be liable for these local taxes. Is that right? 

Mr. Pryron. That is right. 

Mrs. Sr. Grorar. Of the States, counties, and school districts ? 

Mr. Peyron. That is right. 

Mrs. Sr. Grorer. Have you any questions, Mr. Ikard? 

Mr. Ixarp. No; I have none. 

Mr. Peyton. Do you want to divert for a moment from this sub- 
ject? The mayor of St. Paul mentioned yesterday his problems with 
regard to a St. Paul Municipal Airfield. 

Mrs. Sr. Grorcr. Yes. 

Mr. Pata. I would like to show or to tell the committee exactly 
what our records show. 

My Division transferred over the past years a grand total of 584 
surplus military airfields to various States and local governments, 
which had an original cost of $1,838,461,000. Under Public Law 289 
of the 80th Congress, authority was granted for these transfers to be 
made without monetary consideration. In return thereof and in lieu 
of monetary consideration, the law provided that the Federal Govern- 
ment be granted certain privileges, among which was the partial use 
by the military insofar as it did not interfere with civilian aviation. 
Those provsions have been wrtten into every deed and bill of sale that 
has been passed on these airports. 

In the Minneapolis-St. Paul area there was transferred to the Min- 
neapolis-St. Paul Airport Commission realty amounting to $564,000 
at original cost to the Government; another transfer to the Minneapo- 
lis-St. Paul Airport Commission of a Federal property costing 
os 572,000, and personalty costing $82,000; and to the city of South 

. Paul, <a ernment property costing $94 1,01 1) and personalty cost- 
a $5,000; or a total for those communities of $3,077,000. 

It was i encased policy, as stated in Public Law 289, that 
in lieu of monetary payment the Department of Defense be given 
certain privileges for the training of Reserves and other military use 
so far as that did not interfere with civil aviation. 

Now, it is conceivable that there has been a question as to whether 
it does interfere or not. 

Mrs. St. Georcr. Yes. I think that was the question. 


Bhs 
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Mr. Peyton. Under Public Law 311, 81st Congress, the Civil Aero- 
nautics Administration has the authority to straighten those differ- 
ences out. 

Mrs. Sr. Gorge. Yes. 

Mr. Perron. Thank you very much. 

Mrs. Str. Grorar. If there are no further questions, thank you very 
much indeed, Mr. Peyton. 

Now, Mr. Knott, who represents the Department of Defense, is 
here. 

Mr. Knott, do you wish to file a statement or make a statement ? 


FURTHER STATEMENT OF LAWSON B. KNOTT, JR. CORPS OF 
ENGINEERS, REPRESENTING THE DEPARTMENT OF DEFENSE 


Mr. Knorr. Madam Chairman, I do not have a prepared statement 
and I am a reluctant witness. I find that the distance from the Pen- 
tagon to here has gotten considerably longer, I thought, because when 
I spoke yesterday I understood that an interim report was on its way. 
I verified that again this morning. It had been signed and it was on 
its way. 

While portions of that report had been read to me over the phone, 
1 have not personally seen it, and I am afraid I could do no more than 
nod my head. 

Mrs. Sr. Grorer. Would you just care to file the report when it 
arrives ? 

Mr. Knorr. Yes. 

Mrs. Sr. Grorcr. Would we not be perfectly satisfied with that? 

Mr. Ixarp. Yes. 

Mr. Knorr. I believe this is all. And, since the report is necessarily 
general in nature, perhaps this would be informative—and I have Mr. 
Peyton to thank for this: His records—and they jibe pretty closely 
with what we have—show that the transferred 29 of these properties 
to us; and at the time those properties left the taxrolls the total annual 
tax amounted to $1,354,000. 

That gives you some indication of the impact on the budget. 

Mrs. St. Grorcr. Yes. 

Mr. Knorr. And, as Mr. Hillelson pointed out, it is a matter which 
would require appropriated funds, and insofar as it is retroactive to 
the first of the year, it does present the dilemma that we find ourselves 
in when we have an authorization. 

Mr. Hitterson. May Lask a question ? 

Mr. Knorr. Yes, sir. 

Mr. Hitierson. Originally did you not plan to pay those taxes, 
though ? 

Mr. Knorr. Not where they were transferred. That is, where they 
were transferred out of corporate property into Federal property. 

Mr. Hrtretson. I see. 

Mr. Knorr. Some of those we do have and have had on a permit 
arrangement, such as the one that has been mentioned at Adrian, 

T believe that is all. 

Mr. Hitierson. Could I ask one other question ? 

Mrs. Sr. Grorer. Yes. 

Mr. Hiitetson. What in your opinion is the attitude of the Depart- 
ment of Defense in regard to this bill ? 
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Mr. Knorr. Certainly, insofar as it requires it to find these funds, 
I think it would be objectionable. 

Mr. Huzierson. That is the only reason for the objection, though ? 

Mr. Knorr. That and, of course, the Department of Defense has had 
under study—and that expl: 1ins my presence here—the Department of 
the Army in its own right and as agent for the Air Forces in handling 
its real-estate matters, has worked for several years on similar bills, 
and those bills for their impact ranged all the way up, as in this par- 
ticular case, from something over $1 million to a rough estimate of 
over $115 million on one bill. So, of course, that does have its impact 
on the Department if the Department is required in any case as it does 
on the overall national budget. 

Mr. Himietson. What | had in mind is, the Department would 
make the recommendation that they would be opposed to the bill for 
the reason that it would cause additional funds to be appropriated ¢ 

Mr. Knorr. That is my understanding of this interim report. 

Mrs. Sr. George. Are there any questions, Mr. Ikard? 

Mr. Ixarp. No questions. 

Mrs. St. Grorce. Are there any other questions, Mr. Hillelson ? 

Mr. Hitze.son. That is all now. 

Mrs. Sr. Grorer. Thank you very much. We will file that report 
when it comes with the others. 

Mr. Knorr. Thank you. 

Mrs. Str. Grorce. While we are on that subject, our colleague, Mr. 
Bolton of Ohio, asked if he might file a statement later on. He has 
some municipalities out there. 

Mr. Ikarp. I would suggest the committee permit any Member of 
Congress who wanted to to file a statement at any time. 

Mrs. Sr. Groree. I know that is what is done. but he sent a special 
note up asking for the privilege, and I thought I would make a point 
of it. However, we certainly will do that. There are about 50 Mem- 
bers of Congress who are vitally interested in this legislation on 
account of their own districts, and we certainly want to give everyone 
an opportunity to file a statement who cares to do so. 

I think you have taken care of that, have you not, Mr. Smith? 

Mr. Sarru. I have called a number who are specifically interested. 

I have here a number of letters, telegrams, and other documents 
which should be included in the record, Madam Chairman. 

Mrs. Sr. Groree. Without objection, they will be inserted in the 
record. 

(The documents referred to are as follows: ) 

COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., July 20, 1953. 
Hon. CLARE E. HorrMan, 
Chairman, Committee on Government Operations, 
House of Representatives. 

My Dear Mr. CHATRMAN: Reference is made to your letter of July 13, 1953, 
and prior correspondence, requesting the views of the General Accounting 
Office on H. R. 5605, 88d Congress entitled “A Bill to amend the Federal Property 
and Administrative Services Act of 1949, to provide that transfers of real prop- 
erty from certain Government corporations to other Government agencies shall 
not operate to remove such real property from local tax rolls.” 

The courts of the United States and of the various States consistently have 
held that property of the Federal Government may not be taxed by a State or 
any. political subdivision thereof, it being well established that the power to tax 
can only be exercised on the governed and not on the governing party (M’Culloch 
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v. Maryland, 4 Wheat. 316; Van Brocklin v. Tennessee, 117 U. S. 151). The rule 
has been applied with equal force where the tax is a special tax or assessment 
for local improvements—such levy being an exercise of the sovereign power 
of taxation and like other taxes an involuntary exaction (Lee v. Osceola and 
Little River Road Improvement District, 268 U. 8S. 648; Mullen Benevolent Corp. 
v. United States, 290 U.S. 89). However, it is settled that the lawmaking power 
of the Nation may waive this exemption wholly or with such limitations as it 
may deem proper (Austin v. The Alderman, 7 Wall. 694, 699). 

The Congress by law on several occasions—with respect to certain types of 
property or property of certain of its particular agencies—has provided that such 
property may be taxed or has provided for payments in lieu of taxes. By the 
various acts establishing or authorizing the establishment of the particular 
corporations enumerated in the bill, the Congress has provided that their realty 
shall be subject to taxation, the statutory provisions being codified as follows: 





Central Bank for Cooperatives and Regional Banks for 


Sap nelle ai Cae EE EE SS Nel AEA te aR la oe eh hays ag Sage Bs 
Commodity Credit Corporation...........--....._..... 15 U. 8. C, 718a-5 
Federal Farm Mortgage Corporation___-_---_-_-----~-- 12 U.S. C. 1020f (a) 
Federal home loan banks__---- wt Mi oh Sk AI I EE eat 
ae RRR RS a Ba 9 ele __- 12.0. 8. C. 981-933 
Federal National Mortgage Association nwitigue. Me. ene eae 
Federal Savings and Loan Insurance Corporation _._. 12U. 8. C. 1464 (h) 
Production Credit Corporations___-....._....-.--.-----. 12 U. 8. C. 1138e 
Reconstruction Finance Corporation___---------------- 15 U.S. C. 610 


Also, appropriations made to carry out the Surplus Property Act of 1944 
(58 Stat. 765) provided for the payment of amounts in lieu of taxes on property 
declared surplus by Government-owned corporations under that act and such 
authority was continued by section 210 (a) (9) of the Federal Property and 
Administrative Services Act of 1949, as amended by the act of September 5, 
1950 (64 Stat. 581, 40 U. S. C. 490). However, no provision has been made by 
law for similar payments with regard to property declared either excess or surplus 
after June 30, 1949, under the Federal Property and Administrative Services Act 
of 1949, as amended. See in this connection Senate Report No. 2140, 81st Con- 
gress, at page 10, on S. 3959, which became the act of September 5, 1950, in which 
it is plainly stated that: 

“When real property owned by a Government corporation, such as RFC is 
declared surplus legal title remains in the corporation unless it is conveyed to the 
United States or sold to outside interests. It has been the practice in the past for 
Government corporations to pay sums in lieu of taxes on real property, title to 
which vests in them as distinguished from the United States. It is believed ad- 
visable to continue this authority insofar as the inventory of property declared 
surplus under the provisions of the Surplus Property Act of 1944 is concerned at 
least until such time as title to the property vests in the United States. It should 
be pointed out that this authority applies only to real property declared surplus 
under the Surplus Property Act of 1944, which with certain inapplicable pro- 
visions was repealed effective as of June 30, 1949. This means that the authority 
would not extend to any properties declared excess or surplus on or after July 1, 
1949.” 

It seems clear that once real property of a corporation is transferred to the 
control of another Federal agency which is not authorized to pay taxes on its 
realty, there is no authority under the current law except as set forth in section 
210 (a) (9) of the Federal Property and Administrative Services Act of 1949 to 
pay taxes or make payments in lieu thereof as to such property, in view of the 
constitutional immunity of the Federal Government to such State and local taxes. 

Whether another exception should be made to the said constitutional immunity 
as provided by the instant bill appears primarily a matter of policy for consider- 
ation of the Congress. However, it appears pertinent to point out that had the 
real property been acquired by purchase from’‘a private owner rather than a 
Government corporation, the effect on the local taxes would not be dissimilar 
In either case, the cloak of constitutional immunity to taxation would have 
descended on the date when the Federal Government (other than the Govern- 
ment corporation) acquired such property. The effect on the local tax base 
would be the same and there appears to be little justification for creating any 
different rule for property acquired from one of the several enumerated corpora- 
tions than that acquired from privately owned sources. Nor is this Office con- 
vineced of the desirability of consenting to special assessments for local im- 
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provements as provided by the bill. It appears that there could be commenced 
thereunder, against the will of the Federal Government and for which no Fed- 
eral need exists, projects desired by local areas or officials. Also, while such 
local areas would derive the benefit of such a project, their costs would be borne 
by the United States which may have no need or desire therefor. 

Furthermore, the Congress recently enacted Public Law 109, 83d Congress, 
approved July 10, 1953, providing for the creation of a Commission on Inter- 
governmental Relations for the purpose of studying the proper role of the Fed- 
eral Government in relation to the States and their political subdivisions which 
it is understood from the committee hearings preceding the enactment will in- 
clude the field of taxation. It would seem that the Congress might well await 
the study and recommendations of such Commission for solving the seeming in- 
equities resulting from Federal immunity to taxation on an overall and compre- 
hensive basis rather than to give favorable consideration to such a piecemeal 
approach as the instant bill which might well create at least as serious inequities 
as those it seeks to correct. Thus no reason is apparent why taxes should be pay- 
able as to reaity owned by one of the involved Government corporations on or 
after June 22, 1948, and later transferred to another instrumentality of the 
Federal Government, while no taxes would be paid as to property similarly owned 
prior to that date and transferred. Unless the said date was selected to cover 
a particular piece of property which the bill was intended to encompass, I know 
of no reason for its selection. Also it is noted that while the property trans- 
ferred from the several corporations enumerated would be affected, properties 
transferred from other similar organizations such as the Federal Housing Ad- 
ministration, Federal credit unions, Home Owners’ Loan Corporation, Federal 
Deposit Insurance Corporation, the realty of which is subject to State and local 
taxation by 12 United States Code 1706b, 12 United States Code 1768, 12 United 
States Code 1463 (c), and 12 United States Code 264 (p), would not be affected. 
It is further to be noted that the term “State” is defined in section 702 (a) of the 
bill to include the District of Columbia. In view of the fiscal relationship be- 
tween the District and the Federal Government, this Office does not feel that any 
property located in the District should be included in the proposed legislation. 
In the light of what is set out above, this Office does not recommend that favor- 
able consideration be given to H .R. 5605. 

This Office appreciates your invitation to have a representative of the Office 
testify on the bill. But, aside from the foregoing, this Office has no comment 
to make on the bill and, inasmuch as the matter is one of policy for consideration 
of the Congress, the Office does not contemplate sending a representative to appear 
before the subcommittee. However, should the subcommittee desire such testi- 
mony and so notify the Office, I will, of course, be pleased to designate a repre- 
sentative to testify on the matter. 

This report is being furnished in triplicate. 

Sincerely yours, 
E. L. FISHER, 
Acting Comptroller General of the United States. 


HOUSE OF REPRESENTATIVES, 
Washington, D. C., July 18, 1968. 
Mr. JAMEs J. SmiTH, 
Erecutive Director, New Jersey, State League of Municipalities, 
Trenton, N. J. 
DEAR Mr. SmirH: Thank you for your telegram of July 16, endorsing H. R. 
5605, in behalf of the New Jersey State League of Municipalities. 
The subcommittee is happy to have your views and I will introduce your 
telegram as a part of the record. 
Very sincerely yours, 
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TRENTON, N. J., July 16, 1953. 
Hon. KATHARINE St. GEORGE, 
Congresswoman from New York, 
House Office Building, Washington, D. C.: 

The New Jersey State League of Municipalities heartily endorses H. R. 5605 
which provides for the amendment of the Federal Property and Administrative 
Services Act to provide that transfers of real property from certain Government 
corporations to other Government agencies shall not operate to remove such 
real property from local property tax rolls. Urge your support of this bill when 
it comes up for consideration. 

Respectfully, 
JAMEs J. SMITH, 
Executive Director, New Jersey State League of Municipalities. 





STATEMENT OF HENRY G. WALTEMADE, CHAIRMAN, REALTORS’ WASHINGTON 
COMMITIEE OF THE NATIONAL ASSOCIATION OF REAL ESTATE BoarDs 


Madam Chairman and members of the committee, our association whole- 
heartedly endorses H. R. 5605. We view with increasing alarm the trend toward 
removing Federal property from local tax rolls. 

We all know that a municipality depends upon real estate taxes for its opera- 
tion. The police department, fire department, sewerage and sanitation, schools, 
and other housekeeping necessities of municipal operation, obtain more than two- 
thirds of their budgets from real estate taxes. 

The fiflancial conditions of localities is increasing precariously. The Tax 
Foundatien, based upon data of the United States Commerce Department, tells 
us that expenditures by local governments in 1952 were $10,800,000,000; tax 
receipts in the same year $9,400,000,000. It is estimated that approximately 
the same relative deficit position will exist in estimated expenditures and 
receipts for 1953. 

The Bureau of Census in its report, "Governmental debt in 1952,” states that 
governmental debt as of June 30, 1952, for cities was $12,437,000,000. Indebted- 
ness of local governments rose to a new record level of $22,600,000,000. This 
compares with the total of $16.7 billion reported for the period 1932 through 
1940. 

We mentioned our alarm at the increasing amount of Federal property coming 
off the local tax rolls. We have just completed a survey, with reports from 23 
cities in 18 States, on tax losses due to public housing. 

Public Law 171 of the 81st Congress provides that payments up to 10 percent 
of the net shelter rent of public housing projects may be paid in lieu of taxes 
to a local community. We asked our local real estate boards to confer with 
local tax officials and housing authorities to determine the valuation of the 
property for assessment purposes. We asked them to deduct the payments 
made in lieu of taxes and to record the tax losses as against the revenue if the 
properties were privately owned. The attached list is a result of this survey. 

For example, in Louisville, Ky., if the present public housing projects were 
privately owned they would be taxed in the amount of $418,581; yet they pay 
in lieu of taxes only $83,242 annually, resulting in an annual tax loss to the city 
of Louisville of $335,339. This loss obviously must be made up by the other 
taxpayers within the community. San Francisco reports a $264,408.49 loss; 
Denver, Colo., $240,450; Birmingham, Ala., $233,562.70. These are but a few. 

Think of it—more than a quarter of a million dollars annually lost in each 
of these cities because of tax exemption of Federal public housing only. Now 
add the tax losses resulting from the transfer of properties which H. R. 5605 
seeks to correct. Add also the losses due to military ownership, and the 5,500 
buildings owned and operated by the General Services Administration, and you 
get something of the size of the tax exempt problem. 

It appears to us that if Federal ownership requires services from a local com- 
munity, such as police, fire, sewerage, water, safety, schools, then it should be 
required to pay taxes on the same basis as any other property owner. 

We hope the committee will approve H. R, 5605. 
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Estimates of local tar losses per year due to Federal public housing 


Taxes that 


would be Paynents 












City collected if in lieu of | 
property taxes 
were pri- 
vately ownec 
Metropolitan Birmingham, Ala $329, 584. 00 $96, 021. 30 $233, 562. 70 
Phoenix, Ariz +5, 000. 00 20, 579. 00 14, 421. 00 
Greater Little Rock, Ark 1, 800. 00 10, 707. 00 41, 093. 00 
Berkeley, Calif 23, 661. 63 19, 578. 13 4, O83. 50 
City and county of San Francisco, Calif 508, 843. 00 244, 434. 51 264, 408. 49 
Denver, Colo , 900. 00 86, 550. 00 240, 450. 00 
Miami, Fla 383. 28 372. 97 68, 010, 31 
Atlanta, Ga 421, 942. 37 63, 626. 91 358, 315. 46 
Savannah, Ga 81, 274. 41 12, 395. 23 68, 879. 18 
Burlington, lowa 77, 840. 77 11, O80. 60 66, 760. 11 
Louisville, Ky 418, 581. 00 83, 242. 00 335, 339. 00 
Pontiac, Mich 64, 000. 00 13, 000. 00 000. 00 
St. Paul, Minn 111, 663. 00 24, 500. 00 | 87, 163. 00 
St. Louis, Mo 143, 921. 60 37, 890. 26 106, 031. 34 
Buncombe County, N.C 14, 000. 00 2, 000. 00 12, 000. 00 
Akron, Ohio F 36, 730. 00 26, 607.00 | 10, 123. 00 
Cincinnati, Ohio 159, 705. 00 13, 000. 00 146, 705. 00 
Harrisburg, Pa 134, 045. 45 38, 000. 00 96, 045. 45 
Corpus Christi, Tex 40, 000. 00 25, 130. 01 . 99 
Dallas, Tex 117, 114. 27 61, 581. 25 55, 533. 02 
King County, Wash 616, 942. 97 430, 978. 87 185, 964. 10 
Kitsap County, Wash 83, 367. 08 71, 302. 58 12, 064. 50 
Huntington, W. Va oa 28, 888. 00 | 4, 340. 00 24, 548. 00 


cemmessepensellipniagpenemneneeeeaoeatemensen 


Note.—The figures were supplied by local real estate boards after consultation with local tax officials 
and housing authorities 


UNITED States ATOMIC ENERGY COMMISSION, 
Washington 25, D. C., July 17, 1953. 
Hon. CLARE E. HOFFMAN, 


Chairman, House Committee on Government Operations. 


Dean Mr, HorrMan: This is in further response to your letters of July 2, 1958, 


and July 13, 1953, requesting the views of the Atomic Energy Commission on H., R. 
9605, which would amend the Federal Property and Administrative Services Act 
of 1949 to provide that transfers of real property from certain Government cor- 
porations to other Government agencies shall not operate to remove such real 
property from local tax rolls, 

In the case of most agencies of the Federal Government, the exemption of 
their property from State or local taxes rests upon an immunity under the 
Constitution of the United States. Property of the Atomic Energy Commission 
is, however, expressly exempted from State or local taxes by section 9 (b) of the 
Atomic Energy Act of 1946 which provides in part: 

* * The Commission, and the property, activities, and income of the Com- 
mission, are hereby expressly exempted from taxation in any manner or form by 
any State, county, municipality, or any subdivision thereof.” 

It is not clear whether H. R. 5605 is intended to operate so as to remove from 
the scope of the section 9 (b) exemption property which may be required by the 
Commission from Government corporations. 

The purpose of Congress in enacting section 9 (b)—to exempt the Commission, 
its activities, and its property from State and local taxes, does not seem to be 
consistent with making distinctions among the property owned by the Commission 
based upon the source of acquisition. We respectfully suggest that it would be 
appropriate to amend H. R. 5605 to avoid the possible incidental modification of 
a specific policy deliberately adopted by Congress for application in a special set 
of circumstances. 

Because of the shortness of time, we have not been able to obtain the views 
of the Bureau of the Budget as to the relationship of this report to the legislative 
program of the President. 

Sincerely yours, 
Lewis L. Strauss, Chairman. 
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TREASURY DEPARTMENT, 
Washington, D. C., July 14, 1953. 
Hon. CLare E, HOrrMan, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: Further reference is made to your request of July 6, 
1953, for the views of this Department on H. R. 5605 (83d Cong., Ist sess.), a 
bill to amend the Federal Property and Administrative Serivces Act of 1949 to 
provide that transfers of real property from certain Government corporations to 
other Government agencies shall not operate to remove such real property from 
local tax rolls. 

H. R. 5605 is directed at the problem created in particular communities when 
real estate is removed from the property tax rolls as a result of its transfer 
from a Federal corporation to a Federal agency. Such transfers may deprive 
local governments of property tax revenues even though they occur only as a 
result of shifts of administrative responsibility for particular activities between 
governmental agencies and even though they involve no change in the purposes 
which the particular property serves. 

H. R. 5605 would deal with this problem by providing that real estate trans- 
fered from a Federal corporation to a Federal agency or Department continue 
to be subject to property taxes if it had been taxable in the hands of the corpora- 
tion. This would have the effect of introducing a new criterion for determining 
the tax status of federally owned real estate, namely, the method of acquisition. 
Thus, a piece of real estate transferred from the RFC to the Post Office Depart- 
ment would be taxable provided only that it had been taxed in the hands of the 
RFC. It may be expected that in the case of ectivities normally free of local 
property taxes, H. R. 5605 would have the effect of discouraging Federal agencies 
from meeting their real estate requirements by acquiring surplus real estate 
owned by a Federal corporation. 

The Department is concerned with the hardship caused certain localities as 
a result of acquisition of real estate by the Federal Government and the remeval 
of such real estate from local tax rolls. It recognizes that from the viewpoint of 
local governments, this is one of the most pressing problems in the field of inter- 
governmental fiscal relations. Over the years the Congress has accepted the 
responsibility for reducing the adverse effect of Federal Government acquisitions 
on local government revenues by authorizing the payment of taxes or payments 
in lieu of taxes in particular situations. To date, however, the problem has been 
approached on a piecemeal basis. <A variety of diverse provisions have been 
enacted which result in different treatment in substantially similar situations. 
There is urgent need for comprehensive legislation in this field and the Depart- 
ment is hopeful that it can be enacted by the present Congress. 

In general, the Department is reluctant to support further piecemeal legisla 
tion in this area. It recognizes, however, that H. R. 5605 is concerned with pro- 
viding relief to particular communities suffering hardship as a result of intra- 
governmental property transfers in connection with the present defense program. 
Inasmuch as the proposed legislation is of a stopgap nature and will expire on 
December 31, 1955, the Department interposes no objection to its enactment in 
the expectation that comprehensive legislation will have been enacted before that 
time. 

The Director, Bureau of the Budget, has advised the Treasury Department that 
there is no objection to the presentation of this report. 

Sincerely yours, 
M. B. Foisom, 
Acting Secretary of the Treasury. 


EXECUTVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., July 17, 1953. 
Hon. CLARE EF. HorrMan, 
Chairman, Committee on Government Operations, 
House of Representatives, 1501 New House Office Building, 
Washington 25, D. C. 

My Dear Mr. CHAIRMAN: This is in reply to your requests of June 12 and 
July 6 and 13, 1953, for reports on H. R. 5605, a bill “To amend the Federal 
Property and Administrative Services Act of 1949 to provide that transfers of 
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real property from certain Government corporations to other Government 
agencies shall not operate to remove such real property from local tax rolls.” 

The bill would add a new title to the Federal Property and Administrative 
Services Act of 1949, to be in effect during 3 calendar years from January 1, 
1953, through December 31, 1955. The purpose of the title, as stated in the dec- 
laration of policy, is to provide that when property having a taxable status is 
transferred by a Government corporation to any other Federal Government 
agency, it shall remain subject to taxation by local taxing authorities regard- 
less of subsequent transfers. The taxes involved are ad valorem taxes on real 
estate and also special assessments. 

Section 703 of the bill provides that in the case of any corporation, incor- 
porated after January 1, 1953, and owned or controlled by the Federal Govern- 
ment, all real property owned by the corporation shall, unless other specific 
provision is made, be subject to taxation by local taxing authorities to the same 
extent according to its value as other real property. 

Section 704 provides that when real property which is locally taxable is trans- 
ferred from a Government corporation to any other Federal agency or instru- 
mentality it shall remain subject to local taxation. This section further pro- 
vides that in the case of any real property owned on or after June 22, 1948, by 
a Government corporation or its subsidiary, transferred prior to January 1, 1953, 
to any other Federal agency or instrumentality and owned by the Federal Gov- 
ernment on January 1, 1953, the property shall be locally taxable from January 
1, 1953, regardless of the previous transfer or any subsequent transfer. Pay- 
ments in lieu of taxes are not to be made on real property which is subject to 
local taxation. The Federal Government is not to be subject to penalties, penalty 
interest, or other proceedings for delayed payments or nonpayment of taxes, 
nor shall subsequent purchases be liable for such penalties or penalty interest. 
In addition, the bill directs that the Federal Government shall be exempt from 
taxes on real property devoted to uses which would cause tax exemption in pri- 
vate ownership. 

The general problem of acquisitions of real estate by the Federal Government, 
with its consequent removal from the tax rolls, has been the subject of con- 
siderable attention in recent years. Most Federal Government property is exempt 
from local property taxation or payments in lieu of taxes, but in a number of 
cases, notably the Reconstruction Finance Corporation, the Congress has con- 
sented to local taxation of federally-owned real property. On the basis of past 
studies and intergovernmental discussions, it appears that the principal criticisms 
applicable to present arrangements may be summarized as follows: 

1. They have developed piecemeal, so that there is no Governmentwide uni- 
formity or consistency of policy. Similar properties owned or used by different 
Federal Government agencies are treated differently even though the impact 
upon Jocal government finances and service needs may be similar. Taxes are 
paid in some instances, revenues are shared in others, payments in lieu of taxes 
are made in still other cases, and no payments are made on large categories of 
properties. 

2. Transfers between Federal agencies may alter the local fiscal relationships 
even though there is no alteration in other relevant circumstances. 

3. The removal of property from the local tax base, through Federal acquisi- 
tion and transfer to a nontaxable Federal agency, may affect local borrowing 
powers, tax-rate limits, the base for State grants-in-aid, and other fiscal rela- 
tionships. 

4. The immunity of Federal property from special assessments may limit 
the feasibility of the special assessment method for financing local improvements 
in particular instances. 

H. R. 5605 would provide temporarily for reducing the extent of the problems 
arising from transfers between agencies, the removal of properties from the 
local-tax base, and immunity from special assessments. It would have the 
effect for a 3-year period of granting consent to the taxation of all real property 
of newly established Government corporations. In addition, it would return 
to the tax rolls or place on the tax rolls any real property transfered to another 
agency by a Government corporation between June 22, 1948, and January 1, 
1953; and it would retain on the tax rolls any real property which may be 
transferred to another agency by a Government corporation after January 
1, 1953. 

H. R. 5605 would not eliminate, though it would modify, existing diversities 
in the treatment of similar properties owned by different Federal agencies. 
Also, it would not affect properties transferred between noncorporate agencies 
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of the Government, nor would it provide for payments on those properties which 
have been or may hereafter be taken off local tax rolls as a result of their 
acquisition by noncorporate Federal agencies from private owners. One conse- 
quence might be that during the term of H. R. 5805 it would discourage Federal 
agencies from meeting their needs for real estate by taking over properties from 
Government corporations. Also, the temporary provision for special assess- 
ments might introduce a new type of diversity, since it would authorize only 
those special assessments for local improvements that were levied during the 
3-year term. Incidentally, it is not clear whether this would authorize continu- 
ing annual payments after the 3-year term for those special assesments levied 
during this period. 

It is therefore the view of the Bureau of the Budget that, while H. R. 5005 
would effect some improvements in the present situation, it might also create 
some new problems, and that the real need is for comprehensive legislation 
establishing a uniform and consistent policy Government-wide in application 
and permanent in form. It may be that H. R. 5605 would be helpful as stopgap 
legislation to provide immediate, temporary relief in some pressing local situa- 
tions; however, we have not had available for review any specific case studies 
that would illustrate in detail the particular local effects or provide a basis 
for estimating the aggregate costs of the measure. 

If the Congress concludes that immediate action along these lines is required 
to relieve acute needs in particular communities and that H. R. 5605 is the 
appropriate vehicle for such temporary relief, the Bureau of the Budget would 
recommend that steps be taken at the same time to assure the preparation of a 
more systematic and adequate set of recommendations as a basis for a perma- 
nent policy to be applied upon expiration of the temporary measure. 

Sincerely yours, 
RowLaAND HuGHes, 
Assistant Director. 





NATIONAL ASSOCIATION OF TAx ADMINISTRATORS, 
Chicago 87, IUl., July 16, 1958. 
Mrs. KATHARINE ST, GEORGE, 
Old House Office Building, Washington, D. C. 


DEAR MRS, ST. GeorGE: I regret that a long-standing previous engagement pre- 
vents me from attending the hearing on H. R. 5605 to amend the Federal Prop- 
erty and Administrative Services Act of 1949 so as to provide that transfers of 
real property from one Government agency to another shall not operate to re- 
move these properties from local tax rolls. 

The National Association of Tax Administrators, an official organization of 
State tax commissioners and revenue department heads, has through its com- 
mittee on payments in lieu of taxes maintained a great interest in this subject, 
and its position is fully outlined in the report commencing on page 41 of the 
enclosure. This position is approved and endorsed by resolution No. 1 on page 
67 of the enclosure. 

Specifically with respect to real estate held by Federal lending agencies and 
that held by the Reconstruction Finance Corporation and its subsidiaries, our 
committee not only approved the continuance of the application of local tax 
laws to these types of properties, but also recommended that Congress give fav- 
orable consideration to similar treatment for other real-estate holdings of the 
Federal Government, especially those of an industrial and commercial character. 

The passage of H. R. 5605 will be an important step in eliminating some of the 
revenue squeezes which now exist because federally owned property of substan- 
tial value, and requiring at least a normal amount of local public services, is 
exempt from State and local taxes. 

Sincerely, 
CHARLES F. Conton, Executive Secretary. 


TAXATION OF FEDERALLY OWNED PROPERTY 
Report of the Committee on Payments in Lieu of Taxes 
C. Emory Glander, tax commissioner, Ohio 


The problem of tax exemption is one of the most serious in the field of govern- 
mental finance. In fact, the lack of power to tax is the power to destroy just 
as much as the power to tax is the power to destroy. This becomes increasingly 
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evident in any study of the loss of local tax revenues through Federal real-estate 
acquisitions. The rapidly growing amount of property owned by the Federal 
Government has reached the point, in some instances, where it threatens the 
financial integrity, if not the existence, of local governmental units. 

At the outset, your committee desires to call attention to the report submitted 
last year by Mr. H. G. Dowling, formerly commissioner of revenue of Alabama 
and chairman of the committee on payments in lieu of taxes. (Revenue Admin- 
istration 1945, p. 50.) That report states in concise form the background of the 
entire problem and the principles of taxation for Federal property. No useful 
purpose would be served in reiterating the material therein presented. In addi- 
tion, your committee recommends, as worthwhile background material, a paper 
on The Taxation of Federally Owned Real Estate by Walter W. Heller, Divi- 
sion of Tax Research, United States Treasury Department. This paper was 
prepared for publication in the Proceedings of the National Tax Association, 
1945, and is based on an address delivered before the 33d annual conference of 
the New England State Tax Officials Association, September 27, 1945. 

In reporting to you at this time your committee wishes to give particular em- 
phasis to recent legislative developments. While recommendations are in order, 
and some will be offered, we believe it important to afford an understanding of 
the numerous proposals now pending in Congress. 


I. PENDING LEGISLATION 


At the present time a number of bills relating to the taxation of federally 
owned real estate are pending in Congress. At the risk of oversimplification and 
for the sake of brevity, your committee has undertaken to summarize them. 

1. The following bills, in general, provide for State and local taxation of real 
estate owned by the United States to the same extent as if privately owned: 

H. R. 381, introduced by Congressman Cravens, provides for State and local 
taxation of all real estate owned by the United States excepting courthouses, post 
offices, customhouses, mints, bullion depositories, penitentiaries, reformatories, 
jails, or national cemeteries. Such real estate would be taxed to the same extent 
as if privately owned 

H. R. 759, introduced by Congressman Peterson, of Georgia. provides that all 
real property acquired by the United States since January 1940 for general mili- 
tary purposes shall remain subject to taxation by the State and political subdivi- 
sions to the same extent as other real property. These provisions would not apply 
to property with respect to which such power of taxation is waived in accordance 
with State law. 

H. R. 1418, introduced by Congressman Angell, provides that all real property 
acquired by the United States subsequent to December 7, 1941, for general mili- 
tary purposes shall remain subject to taxation by the State and political subdivi- 
sion in which such property is located to the same extent according to its value 
as other real property is taxed. These provisions would not apply to any property 
with respect to which such power of taxation is waived in accordance with State 
law 

H. R. 2485, introduced by Congressman Campbell, provides that all housing 
projects owned or operated by the United States and all plants owned by the 
United States and leased to others shall be subject to taxation by State and local 
governments to the same extent as if privately owned. 

S$. 1518, introduced by Senator Cordon, relates to the sale of real property by 
the United States under an arrangement whereby title is held or retained by the 
United States for some period, and provides that such property shall not be 
exempt from State or local taxation to the purchaser during such period. 

H. R. 6680, introduced by Congressman Eberharter, relates to surplus Govern- 
ment property owned by governmental departments, agencies, or corporations and 
provides for local taxation thereof on the same basis as privately owned property. 
In case of sale upon an installment basis or lease for private use, it provides that 
the contract shall require payment of local taxes on the same basis as if title had 
not been retained by the Government. Asto the period between December 7, 1941, 
and the effective date of the act, the bill provides that the Government shall pay, 
in lieu of taxes, special assessments and benefit assessments lump sums equal in 
accumulated amounts (without interest, penalties, or costs) to that which would 
be required if the property were privately owned, less such amounts as may have 
been paid on account thereof. 














Bd 


AMEND FEDERAL PROPERTY ACT OF 1949 59 


2. Tax equivalent payments to local governments for the loss of tax revenues 
through Federal real-estate acquisitions are provided in the following pending 
hills: 

H. R. 13838, introduced by Congressman Rogers of Florida, provides that real 
property acquired by the United States since January 1989 for general military 
purposes or for national parks or monuments shall remain subject to taxation 
by State and local governments according to value, but that in lieu of such taxes 
State or local governments shall be reimbursed by the Federal Government in 
amounts equivalent to the taxes on such property. These provisions wuld 
not apply to any property with respect to which such power of taxation is waived 
in accordance with State law. 

H. R. 2120, introduced by Congressman Martin of Massachusetts, provides 
that real or personal property owned by the United States in any governmental 
functions, if yielding no rent or compensation in the nature of rent, shall not 
be liable to taxation. It further provides that real or personal property acquired 
by the United States since December 7, 1941, which is not used or occupied by 
the United States for governmental purposes but which is used or occupied by 
other persons shall not be liable to taxation but in lieu thereof the United States 
shall pay an amount equal to that which the local government would receive in 
taxation. 

S. 2410, introduced by Senator Bushfield, relates to lands held by the United 
States which are (1) within national forests, (2) within national wildlife 
refuges, (3) administered under the Farm Tenant Act, (4) within an Indian 
reservation, (5) administered under the Taylor Grazing Act, (6) sold by the 
United States upon an agreement providing that title shall remain in the Federal! 
Government until the purchase price is paid in full, or (7) leased by the United 
States for a valuable consideration; and provides for the payment to the States 
of a sum equal to the amount of taxes which would be assessable if such lands 
were subject to taxation to the same extent as privately owned lands. This 
bill also contains mandatory provisions with respect to apportionment of such 
payments among the counties in each State. 

3. Payments in lieu of taxes, but not necessarily tax-equivalent payments, are 
proposed in the following pending bills: 

H. R. 547, introduced by Congressman Randolph, provides for annual pay- 
ments to local governments, with respect to manufacturing plants acquired since 
December 7, 1941, by the United States or any Government corporation, of a 
sum in lieu of taxes equal to the amount of taxes assessed against such plant 
for the fiscal year in which such plant was acquired by or on behalf of the United 
States. 

H. R. 653, introduced by Congressman Auchincloss, provides for payments, 
with respect to real property acquired by the United States for military pur- 
poses since December 7, 1941, to the State and any political subdivision in which 
such property is located, of sums in lieu of taxes equal to 100 percent of the 
amount of taxes for 5 years, 50 percent for the next 5 years, 24 percent for the 
next 5 years, and no payments thereafter. 

H. R. 1622, introduced by Congressman Whitten, provides for payments to 
State and local governments within which are situated certain lands of the 
United States and which have issued bonds which are a lien against such lands, 
of certain sums which are to be used for the payment of such honds. These 
provisions would not apply to lands of the United States which are subject to 
taxation by the State or local government to the same extent according to value 
as other real property is taxed. 

S. 2119, introduced by Senator Murdock, provides for the creation of a com- 
mission on Federal contributions to State and local governments by reason of 
the Federal ownership of real property. The Commission would consist of the 
Secretary of the Treasury, Secretary of War, Secretary of the Navy, Secretary 
of the Interior, Secretary of Agriculture, the Administrator of the Farm Loan 
Ageney, and the Administrator of the National Housing Agency. The Com- 
mission would be empowered to effectuate the following policy with respect to 
Federal real property : 

(a) That States and local governmental units shall not, by reason of 
Federal ownership or acquisition of real property, be deprived, without 
compensation, of revenue which, if it were not for such Federal ownership, 
would accrue to the States or local governmental units from State or local 
governmental unit taxation of said real property; 

(b) That State and local governmental unit taxpayers shall not he com- 
pelled to assume inequitable tax burdens arising from Federal ownership or 
acquisition of real property ; 
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(c) That the Federal Government, with respect to Federal real property, 
is not under an equitable duty to contribute to the States or local govern- 
mental units any sum in lieu of taxes in excess of the tax revenue said real 
property would produce if it were privately owned. 

In effectuating such policy the Commission would be required to determine 
the amounts which would be payable to State and lecal governments in taxes 
upon all Federal property if such property were not exempt and, using such 
amounts as bases the Commission would be required to pay to each of the States 
such amounts in lieu of taxes as would effectuate the foregoing policy. In 
determining the amounts to be paid the Commission would be guided by the 
extent of actual tax loss sustained by State and local government as a result 
of State and Federal ownership and also by any monetary benefit derived by 
the State and local government as a result of Federal acquisition or ownership. 
Federal office buildings, courthouses, customhouses, mints, assay offices, bullion 
depositories, post offices, research laboratories, experimental grounds, testing 
stations, quarantine stations, narcotic farms, immigraation stations, jails, re- 
formatories, detention farms, hospitals, and cemeteries would be wholly exempt 
from the foregoing provisions. 

H. R. 2867, introduced by Congressman Colmer, relates to the determination 
of the fair value of certain national-forest lands and provides for the amount 
of payments by the United States to the States in which such lands are located. 


Il. RECOMMENDATIONS AND COMMENTS 


Your committee is not disposed at this time to approve finally any of the fore- 
going proposals as an adequate solution of the problem or to offer alternative 
proposals. On the contrary, we believe that the problem still is in the “study” 
stage and that no hasty generalizations should be made. There are, however, 
certain principles of approach and suggestions as to procedure which ought to be 
considered and which are respectfully submitted as follows: 

1. No need presently exists for removing the tax exemption of federally owned 
properties used for general administrative purposes. 

(Comment: These properties include Federal office buildings, post offices, 
customhouses, weather stations, mints, and the like. They have long been 
exempt and represent relatively small tax losses to local governments. ) 

2. Consideration should be given to the necessity for continuing-the tax-exempt 
status of real estate used for penal or curative purposes or for the purposes 
of national defense or war. 

(Comment: This category includes Federal hospitals and prisons, narcotic 
farms, quarantine stations, immigration stations, Federal arsenals, navy yards, 
camps, and similar property. Although much of this property has long been 
owned by the Government, there has been a vast increase in such acquisitions 
during the recent World War. As pointed out in the committee’s report last 
year, these acquisitions “in certain cases have created a tax loss not always 
equitable as a local contribution.” ) 

3. As to all other Federal real estate holdings, an effort should be made to 
authorize taxation to the same extent as if privately owned, and only where 
such taxation is impossible or impractical should resort be had to tax-equivalent 
payments in lieu of taxes. 

(Comment: Within this class of property are power, flood control, public 
housing, rural resettlement and slum-clearance projects, national forests, real 
estate held by Federal lending agencies, and real estate held by the Reconstruc- 
tion Finance Corporation and its subsidiaries. As to the last two, Congress 
already has consented to local ad valorem taxation. Your committee believes 
that Congress could safely extend this privilege to embrace other real-estate 
holdings within this category.) 

4. Immediate consideration should be given to the tax status of surplus real 
estate ; and where such property is leased, or where it is sold by the United States 
under an agreement providing that title shall remain in the Government until the 
purchase price is paid, it should be made subject to local taxation to the same 
extent as other property. 

(Comment: A large amount of real estate has become surplus property now 
that the war is over. Billions of dollars were invested in plants and industrial 
property and in war housing projects during the war, much of which will be 
disposed of by the Government. Where such property is taken over by private 
agencies under lease or conditional sale agreements, your committee believes that 
it should be made subject to local taxation. The decision of the Supreme Court 
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of the United States in S. R. A., Inc. v. Minnesota, decided on March 25, 1946, is 
a step in the right direction. This decision permits the taxation of property 
sold by the United States on a conditional sales basis, despite the retention of 
a security title in the United States.) 

5. There should be clover cooperation and coordination between the Federal 
Government and the States in the solution of this entire problem. 

(Comment: By Executive Order No. 8034 the President established a Federal 
Real Estate Board. The purpose of this board was to “study and make appro- 
priate recommendations regarding the situation in different communities ad- 
versely affected by the loss of tax revenue on land purchased or acquired by the 
Federal Government.” It is unfortunate that no provision was made whereby 
representatives of State and local governments could sit and vote with the 
Board in matters affecting the exemption of federally owned property. As a 
consequence, the Board functions unilaterally. Here is an area, like the larger 
area of Federal, State and local taxation in general, where there is a need for 
real cooperation and coordination among all levels of government.) 

6. The work of your committee should be continued during the ensuring year 
and the membership should be kept advised as to all legislative developments. 

Respectfully submitted. 

C. Emory GLANDER, Ohie, Chairman. 
R. E. HAMMOND, Utah 

Tom S. HeDces, Washington 

Cor A. McKEeNNa, Oregon 

D. C. O’NeEIL, Arizona 

Louis M. NiMs, Michigan 

FRANK E. Watsu, New Jersey 


RESOLUTION 1 


Whereas the status of federally owned property for tax purposes and for in 
lieu payments differs widely according to type and location; and 

Whereas the Committee on Payments in Lieu of Taxes of the National Associa- 
tion of Tax Administrators has submitted its report with recommendations : Now, 
therefore, be it 

Resolved, That the Report of the Committee on Payments in Lieu of Taxes be 
accepted and approved; and be it further 

Resolved, That the committee be continued and the members of the association 
be advised concerning all legislative developments; and be it further 

Resolved, That the executive secretary of the association be authorized and 
directed and hereby is authorized and directed to communicate to Federal de- 
partments and agencies and committees of Congress the opinions and conclusions 
of the Committee on Payments in Lieu of Taxes, the National Association of 
Tax Administrators or its members relative to the taxation of federally owned 
property. 

Mrs. Sr. Grorer. I think that is all we have, gentlemen. 

The committee will go into executive session now. Thank you very 
much. 

(Whereupon, at 10:35, the hearing in the above-entitled matter 

yas concluded.) 














APPENDIX 


STATEMENT OF Hon. CHARLES EF. Porter, A Unitep States SENATOR FROM THE 
STATE OF MICHIGAN 


Mr. Chairman, I wish to thank you and the members of this committee for 
the opportunity of presenting this statement in reference to H. R. 5605. I 
have long been concerned with the serious problem confronting several of our 
municipalities as a result of the abundance of tax-exempt Federal properties 
and the lack of adequate payment-in-lieu-of-taxes legislation. 

Although H. R. 5605 will not solve the aforementioned problem, it will prevent 
a bad situation from growing worse. Our municipal governments, those wherein 
Federal real properties are located, can no longer continue to supply and pay 
for the essential services given to Federal properties without receiving propor- 
tionate or even partial reimbursement for these services. Moreover, it is only 
fair that Federal properties carried on the local tax rolls be continued on that 
basis irrespective of the transfer of these properties to another Government 
agency or corporation which enjoys a tax-exemption privilege. Transfers of 
this character have caused severe hardships on small communities that have 
come to depend, and rightly so, on the revenue accruing from these properties. 

I would like to illustrate a case in point which occurred at Adrian, Mich. The 
Defense Plants Corporation constructed a plant here in World War II with the 
title remaining with the Reconstruction Finance Corporation until 1947. Taxes 
were paid on the property while the property remained with the RFC. In 1947, 
the property was declared surplus and taken over by the War Assets Administra- 
tion. Then it went to General Services Administration and the RFC deeded the 
title te the United States of America rather than to a Government corporation. 
Taxes were paid on the property until 1952 at which time the Bureau of the 
Budget ruled that the Air Force, now the lessors of this plant, were not required 
to make payments in lieu of taxes because of a decision handed down by the 
United States Claims Court in a similar case in Kansas. As a result of the loss 
of this revenue, the city of Adrian suffers serious financial difficulties that can 
only result further in a cutback of its essential services to the community and 
other municipal operations. 

Accordingly, I believe that the quick enactment of H. R. 5605 is a logical first 
step toward the equitable adjustment of intergovernmental tax relations, I fail 
to see any good reason why the transfer of any real Federal property from one 
Government agency to another should operate to remove such properties from 
the local tax rolls. On the contrary, the Federal Government is obligated to 
pay its share on all properties it owns within the municipalities excepting, of 
course, the public domain and properties within the District of Columbia and 
our island possessions. 

I am hopeful that the tax problems growing out of intergovernmental rela- 
tions may be worked out under a broad legislative program. The problem is 
complex, and there is much that may be said for both sides. But certainly 
we all agree that the present situation is critical. Ever since Chief Justice 
Marshall rendered his famous decision in the McCulloch v. Maryland case in 
1819, the Federal Government has been held to possess a constitutional immu- 
nity from State and local taxation. However, in view of problems inherent in 
the tax liabilities on real properties, the Congress has consented to the taxation 
of some Federal properties and payment in lieu of taxes on others. Unfortu- 
nately, there is little, if any, uniformity of treatment, and the way in which 
such properties are transferred from one agency to another, leaves the muhicipal 
governments more or less in doubt as to where they stand from one year to the 
next, as illustrated in the Adrian case. 

It is therefore urgent that this legislation be enacted to prevent further prob- 
lems of this nature from arising. 
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OFFICE OF THE SECRETARY OF DEFENSE, 
Washington 25, D. C., July 20, 1953. 
Hon. CLARE E. HOrrMan, 
Chairman, Committee on Government Operations, 
House of Representatives. 

DEAR Mk. CHAIRMAN: This will reply to your letter of July 13, 1953, advising 
that a special subcommittee of the Committee on Government Operations, chair- 
manned by Congresswoman St. George, would conduct a hearing on July 20, 
1953, on the bill H. R. 5605, to amend the Federal Property and Administrative 
Services Act of 1949 to provide that transfers of real property from certain 
Government corporations to other Government agencies shall not operate to 
remove such real property from local tax rolls. The views of the Department 
of Defense on the bill were requested by that time. 

This legislation would amend the Federal Property and Administrative Serv 
ices Act of 1949 by adding thereto a new “Title VIII—Taxation by Local Taxing 
Authorities” to be effective from January 1, 1953, to December 31, 1955. This 
new provision would require that property owned by Government corporations 
and subject to State and local taxation remain subject to such taxation when 
transferred to any department, agency, or other instrumentality of the Federal 
Government. It would also subject to State and local taxation any other real 
property owned on or after June 22, 1948, by a Government corporation which 
was transferred to a department, agency, or other instrumentality of the Gov- 
ernment prior to the effective date of the proposed legislation and owned by 
the Federal Government on the effective date of the legislation. 

Other provisions of the bill would subject to State and local taxation the 
property of Government corporations hereafter incorporated, prohibit the mak- 
ing of payments in lieu of taxes on property subject to taxation under the legis 
lation, exempt the Federal Government from taxes on its real property devoted 
to uses which would cause the property to be exempt if it were privately owned, 
and provide that the Federal Government shall not be subject to penalties, pen- 
alty interest, lien, foreclosure, garnishment, or other proceedings based on its 
nonpayment or failure to make timely payment of taxes on such real property. 

Knactment of the legislation would not only impose a heavy additional burden 
on the Federal budget, but it would affect a wide variety of relationships between 
Federal departments and agencies and State and local governments. In fairness 
to both Federal and State agencies, it is essential that any proposal such as 
H. R. 5605 be given thorough study in the light of present programs for Federal 
assistance to State and local governments and existing arrangements which, 
although varied in form, are designed to accomplish a reasonable and fair rela- 
tionship between Federal and State functions, budgets, and revenues. A full 
report on this legislation is being developed by the Department of Defense and 
will be submitted to the committee as soon as practicable. 

Meanwhile, because of the adverse impact which the legislation would have 
on the budget of the Department of Defense, the Department recommends against 
the enactment of this legislation at this time. 

Because of the urgency of your request, this report has not been submitted 
to the Bureau of the Budget for advice as to the relationship of the legislation 
to the program of the President. 

Sincerely yours, 
JoHn G. ADAMS. 
icting General Counsel. 


JULY 16, 1953. 

Mrs. KATHARINE ST. GEORGE, 
Congressivoman, 240 Old House Office Building, Washington, D. C. 
We are informed that a special subcommittee has been coinposed to hold hear 
ings beginning July 20 on H. R. 5605 to amend the Federal Property Administra- 
tive Services Act of 1949. This bill appears to stipulate that transfers of real 
property from certain Government corporations to other Government agencies 
shall not operate to remove such real property from local tax rolls, A favorable 
report of your special subcommittee and ultimate passage by the Congress is 
deemed to be important to local governmental units in order to preserve ratables 
as presently and in the future to be assessed upon which the revenue structure 
of local units is dependent in some measure to balance annual budget appro 
priations. Since the Municipal Finance Officers Association is interested in 
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improved methods of public finance you are respectfully advised that we believe 
that favorable approval of H. R. 5605 would conform to association policy. We 
shall not present witnesses at hearings on this bill. 
Respectfully submitted, Thank you, 
JosEPH F., CLarK, Erecutive Director. 
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SEATTLE, WasH., July 17, 1953. 
Hon. KATHARINE ST. GEORGE, 
House of Representatives, 
Old House Office Building, Washington, D. C. 

On behalf of the cities and towns of Washington, strongly urge passage of 
H. R. 5605 providing for payment of taxes on real property held or transferred 
by Government corporations. Any consideration you may give will be appre- 
ciated by the municipalities of the State. 

ASSOCIATION OF WASHINGTON CITIES, 
©. M. McCosu, President. 


ALBANY, N. Y., July 17, 1958. 
Hon. KATHARINE St. GEORGE, 
New House Office Building, Washington, D. C.: 

The cities and villages of New York State take this means of urging favor- 
able consideration of H. R. 5605 which provides that transfers of real property 
from one Federal agency to another shall not operate to remove such property 
from local tax rolls. Taxes lost by the tax-dodging practice this bill seeks to 
correct seriously affect the finance of several cities and villages in New York. 
All of which operate under strict constitutional tax limits. If permitted to con- 
tinue more cities will be harmed as industrial properties are transferred to 
escape local taxes even though operations are continued unchanged. This bill, 
we believe, presents an opportunity to Congress to correct one aspect of the 
pay-in-lieu problem before it becomes firmly established and thus strengthen 
local finances. We earnestly request favorable action on the bill, both in com- 
mittee and on the floor. 

New YorK STATE CONFERENCE OF MAYORS, 
MorGan StronG, Lvecutive Secretary. 


ANN Arbor, MicH., July 24, 1953. 
Hon. CLARE E. HOFFMAN, 
House Office Building, Washington, D.C.: 
Respectfully urge that H. R. 5605 be brought up for a vote before the full 
Government Operations Committee as soon as possible. 
JOHN H. Huss, 
Director of Michigan Municipal League. 


House OF REPRESENTATIVES, 
Washington, D. C. August 10, 19538. 
Hon. KATHARINE St. GEORGE, 
Chairman, Subcommittee, Committee on Government Operations, 
House of Representatives, Washington 25, D.C. 

DEAR MADAM CHAIRMAN: I appreciate this opportunity to insert in the record 
a copy of a letter from one of my constituents. This clearly outlines the in- 
justice which is being imposed on local taxing authorities by the transferring 
of real property from one Government agency to another, which operates to 
remove it from the taxable rolls of local taxing authorities. 

“IT am enclosing a tax bill of Lake County, Ohio, relative to the property 
occupied by the Diamond Magnesium Co. It shows a tax delinquency of $115.855. 

“The history of this property is that the Diamond Alkali Co. in 1942 sold 
the land to the Defense Plant Corporation. In 1945 the Defense Plant Cor- 
poration sold the property to the Reconstruction Finance Corporation. In 1948 
the Reconstruction Finance Corporation sold the plant to the United States of 
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America. The property was on the Painesville Township tax duplicate in 1943 
and when the Defense Plant Corporation and the Reconstruction Finance Cor- 
poration owned the property the taxes were paid. The 1948 taxes were paid 
late so that there was a penalty, but no taxes were paid in 1949. 

Mr. Pethtel, Lake County auditor, has not been able to have this property 
taken from the tax duplicate as the Tax Commission of the State of Ohio will 
not issue such an order as long as there is any delinquency standing against 
the property. This has meant that every year Mr. Pethtel, Lake County auditor, 
and Mr. Cozad, treasurer of Lake County, have had to add annual taxes and 
penalties. Not being able to take it off the tax duplicate, they have had to 
handle the property as if the taxes could be collected. The plant, as you now 
know, has been closed. 

“There is a further difficulty regarding the tax duplicate of Painesville 
Township in which the plant is located in that the auditor in certifying to the 
school board the amount of the tax duplicate must necessarily include the 
assessed value of this property, although no taxes will be paid on the assessed 
value. This fact has caused some difficulties with bond houses preparatory to 
the making of a bid for school bonds. 

“TI hope this information is what you had in mind and I hope some day that 
the Government will pay the taxes on property on which certain plants may 
be located as the location of a plant in an area results in crowded schools as 
well as additional governmental functions toward the payment of which the 
Government pays nothing directly.” 

With every best wish, 

Ever sincerely, 
OLIVER P. BoLtTon, 
Representative to Congress, 11th District, Ohio. 
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